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FASTER THAN THE SPEED OF SOUND...STANDING STILL! inside this turbine, 
blade tips move faster than sound. It’s the fastest turbine of its type—the extra speed squeezing higher efficiencies from the 
compressors it drives for many plant processes. In most, the whole process is down if the turbine is down, so extreme reliability 
To get this reliability, Worthington uses a building-block technique. Design starts with 

Result? 


demark than any other. Worthington Corporation, Harrison, N. J. 


must accompany these higher efficiencies. 
parts proved by years of operation. Changes are made only from long experience with other high-speed applications. 


Today more compressor-drive turbines bear the Worthington tr; 
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Price-cutting in a recovery 
Overcapacity of plant, drive to expand markets are two causes of the paradox 
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SEC maps out broad securities probe 
Congress green light is expected, with main focus on mutual funds 


Oral vaccine passes two tests 
Sabin polio vaccine helps Atlanta forestall an epidemic, and gets the endorsement 


of AMA. But it still awaits a government O.K. 


New FPC moves toward gas formula 
The solution seems to be to treat natural gas as a commodity 


Rate war squeezes car rental profits 
Fierce price slashing due to hot competition comes on top of rising costs 


Target now is tax havens 
Treasury yields on taxing all overseas profits, aims at tax haven abuses 


Mitchell of Chicago named to Fed board 


Regional Fed official is first economist to join board in years 
In business 


Kennedy’s housing bill; piggyback victory; U. S. corn for Publicker; 
$31-million loan for St. Louis redevelopment; funds for nuclear power 


The departments 


Bonn builds military with NATO hardware 
Rearmament program signals nation’s return to military power. 
Procurement of weapons through NATO partners stresses trend toward 


West European integration 
In business abroad. Soviets and Americans set up shop in London; 


French chemicai groups merge to meet Common Market competition; 
U. S. and British companies begin three joint ventures; atomic power plant for West 


Berlin 


Richest of the rich S&Ls. Home Savings & Loan Assn. of Los Angeles, 
the nation’s largest, is personally owned by Howard F. Ahmanson [cover] 


In finance. Canadian dollar; merger plans for 
American-Marietta, Martin 


Kennedy turns to Taft-Hartley 

He acts to halt strike paralyzing nation’s shipping 

Hoffa to go after small unions. Teamsters’ president will launch a drive to increase 
membership through mergers. First step will be to step up unionization 

in plants of all kinds 


In labor. Consumer Price Index drops slightly; lumber workers sign no-wage-increase 
contract; pilots’ union wins bargaining rights; AFL-CIO urges stand on Berlin 


Engineers tailor-made for GM. General Motors Institute provides a program of work 
and study specifically geared to the auto company’s needs 


Madison Avenue circles the globe. U.S. ad agencies rushing to set up 
outposts all over Free World find profits alluring but pitfalls many. . 


Magazines with the book look. Hardback periodicals are doing handsomely 
despite their high subscription rates and the narrowness of their market 


In the markets. Cooling down of market continues; 
NAIC expands to cover small-membership funds; Ford secondary issue snapped up; 


bond dealers try to outguess Treasury 


Wall Street talks 


Equipment maker off on new products push. Allis-Chalmers breaks out 
of traditional field with a new-type product and a New Products Dept. 


Trucks try a new way to supercool cargoes. Merchants Refrigerating Co. 
says liquid nitrogen system solves knotty problem of frozen food spoilage 


Russia reshuffles its science. Moscow conference hears of new moves to exorcise old 
devils of duplication, failure to utilize discoveries 
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JAS ON DEJ -FMANMIJAS ON DES F RBAMI VAS ON BASF Ae Ss 
1958 1959 — 1960 1961 
1953-55 Year Month Week § Latest 
average ago ago ago Week 

BUSINESS WEEK index chart ......................5.. 133.3 1539 1504 153.7r 153.8* 
Production 
UGN MOE TEHOUS.ON EOMGI. «0. 0\0%0.0 <.d2c.5:056,6 S00 o 0's ©. wisie sisi eie se njepieisis 2,032 1,739 2,077 1,985r 1,978 
NS A EI PR eh Re eT er eet y - 125,553 141,247 129,142 129,274r 128,830 
Engineering const. awards [Eng. News-Rec. 4-wk. daily av. in thous.]..... $52,412 $92,074 $76,968 $84,122 $82,985 
Electric power [millions of kilowatt-hours]. ............e.cesceceesee 10,819 14,604 14,390 15,345 14,870 
Crude oil and condensate [daily av., thous. of bbl.]............0.e0+0% 6,536 6,820 7,054 7,105 7,097 
Bituminous coal [daily av., thous. of tons]............ccrceseeceeres 1,455 1,473 1,303 1,412r 1,479 
Pe RNTEN RON G1 2 nacs canes siewion Geisine a teens sigteatis emis 247,488 323,223 331,806 325,848 336,864 
Trade 
Carloadings: miscellaneous and I.c.I. [daily av., thous. of cars].......... 70 59 56 56 55 
Carloadings: all others [daily av., thous. of cars]..............-.--+08 47 50 39 43 45 
Department store sales index [1947-49=100, not deinen een 121 147 146 151 158 
Business failures [Dun & Bradstreet, number]. . Had (Sod hate 198 296 368 351 307 
Prices 
Industrial raw materials, daily index [BLS, 1947-49=100]............. 89.2 91.4 92.1 89.4 89.6 
Foodstuffs, daily index [BLS, 1947-49=100]........... ccs er eerecee 90.5 76.8 76.5 74.9 75.0 
Print cloth [spot and nearby, yd.]............cecee- rE er eee ~ 19.8¢ 21.2¢ 17.5¢ 17.5¢ 17.5¢ 
Finished steel, index [BLS, 1947-49=100].........c eevee sccrccres 143.9 186.6 186.1 185.5 185.4 
Scrap steel composite [Iron Age, ton].......... ce ceessccrecrecves $36.10 $31.00 $36.83 $37.83 $37.17 
Copper [electrolytic, delivered price, E&MJ, Ib.]J........00. 00sec esevee 32.394¢ 33.000¢ 31.031¢ 31.000¢ 31.000¢ 
Aluminum, primary pig [U. S. del., E&MJ, Ib.J............ 0... 2 cee eee 20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminum, secondary alloy #380, 1% zinc [U. S. del., E&MJ, Ib.J...... . tt 24.03¢ 21.82¢ 21.67¢ 21.21¢ 
Wheat [No. 2, hard and dark hard winter, Kansas City bu.]............. $2.34 $1.87 $1.94 $1.97 $1.91 
Cotton, daily price [middling, 1 in., 14 designated markets, Ib.]......... 34.57¢ 32.25¢ 31.94¢ 32.24¢ 32.30¢ 
Wool tops TBoston, 1D.) ...<<:0.sesswcescece Ltoiatattatarahatctere: > isi oailele, eels $1.96 $1.67 $1.75 $1.75 $1.75 
Finance 
500 stocks composite, price index [S&P’s, 1941-43=10].............. 31.64 57.30 66.33 65.15 64.72 
Medium grade corporate bond yield [Baa issue, Moody’s].............. 3.59% 5.28% 5.01% 5.03% 5.04% 
Prime commercial paper, 4 to 6 months, N. Y. City [prevailing rate]... ... 2-244% 35%4% 234% 3% 244% 
Banking Millions of dollars 
Demand deposits adjusted, reporting member banks...............06 tT 60,230 61,876 63,433 62,600 
Total loans and investments, reporting member banks.............. a Tt 105,084 111,927 113,807 114,190 
Commercial, industrial and agricultural loans, reporting member banks. . . +t 32,777 32,783 32,667 32,852 
U. S. gov’t guaranteed obligations held, reporting member banks...... ‘ tT 25,928 31,188 33,124 32,935 
Total federal reserve credit outstanding................-2sccesceees 26,424 28,135 28,070 28,177 28,486 
INE A ci sestrctny cig baie oasis is eas ws oso sid Sa ES SER See 21,879 19,338 17,403 17,476 17,526 
Monthly figures of the week ioe se. eee 
Ramee e MG ERUAMNIINNNNG oS sf ao bso aces diate 3p wine el oinigiwie May.... $1,290 $1,804 $1,706 $1,744 
Cost of living [U. S. Dept. of Labor BLS, 1947-49=100]......... May.... 114.6 126.3 127.5 127.4 
McGraw-Hill Indexes of New Orders [1950=100] 

Construction & mining machinery. ........ccccccecsccscccs May.... 111 210 154 173 

Pe ee ee ee er eee er er May.... 106 172 135 137 

PANNE Ds. CONIMMECEONG «5. cic.o oc ccces vet eeceevic beara aeglaetetecs May.... 120 323 309 298 

NINA RMN RENMEI os ig sco nyo oso wince awl eee pees May.... 125 190 180 230 
New orders for machinery for export [1957=100].......2-00-. May.... tT 122 177 161 

r Revised. 


* Preliminary, week ended June 24, 1961. 
tT Not available. Series revised. 
THE PICTURES: Cover, Leonard Nadel; 19, UPI; 20, Bill Diehl, Jr.; 22 (It.) UPI, (rt.) Joan Sydiow; 


§ Date for ‘Latest Week’ on each series on request. 


24, Federal Reserve Bank, Chicago; 39, Tibor Hirsch; 40, Herb Kratovil; 48, 49, 50, Gene Pyle; 59 (It.) UPI, 
(rt.) WW; 62, 63, Edo Konig; 67, Annan Photo Features; 77, Sam Koshollek, Jr.; 78, 79, 80, Leorard Nadel. 
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American Credit insurance 


The moment your product is shipped, title passes 

. . and your credit risk begins. From that point 
on, the only protection for your accounts receiv- 
able . . . for all the working capital and profit your 
product represents . is commercial credit 
insurance. An ACI policy, with new and broader 
coverage, is the soundest way to prolong your 
capital protection. 


WAYS CREDIT INSURANCE CAN HELP YOUR BUSINESS 


Sound market expansion, too, is a major benefit of 
American Credit Insurance. You can confidently 
add more good customers, sell more to present 
customers. Today, as for 68 years, an ACI policy 
is important to sales progress and good financial 
management. Call your insur- 
ance agent... or the local office 
of American Credit Insurance. 


it. booklet, yours for the asking. Write AMERICAN CREDIT COMPANY, which has assets of over oy, hely 


Its advantages are spelled out in a helpful ACI ; A subsidiary of COMMERCIAL CREDIT oa Nog 
INsuRANCE, Dept. 42,300St. Paul Place, Baltimore 2,Md. [two billion dollars. bus, 
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Slowing vehicles in orbit to provide safe passage down through 
the “heat barrier” of the upper atmosphere is one of the knot- 
tiest problems of space travel. One ingenious solution is the 
drag balloon developed by the Goodyear Aircraft Corporation. 
Called “Ballute,” this high-altitude recovery system con- 
sists of a nine-foot fabric balloon which pops out of a capsule’s 
tail section—and automatically inflates in one-tenth second. 
After halting the vehicle’s “tumbling” motion, it is reeled 
out by steel cable to the point of maximum drag. At lower 
altitudes, a parachute is ejected to complete recovery. 


WELLINGTON SEARS ©: 


balloon “puts the brakes on 
vehicles returning to earth 





Fabrics used in these balloons must withstand the severest 
strain. And a Wellington Sears synthetic fiber fabric, with 
a protective coating on the surface, has been successfully 
used to slow down 500-Ib. experimental capsules traveling 
twice the speed of sound at 150,000 feet! 

Engineering industrial textiles for specialized technological 
needs is a century-old tradition with Wellington Sears. We've 
worked with development engineers in almost every field. 
And all this experience is yours to draw on. Write for assist- 
ance—and our illustrated booklet, “Fabrics Plus,” Dept. C-7. 


< 


FIRST in Fabrics for Industry 


For the Rubber, Plastics, Chemical, Metallurgical, Automotive, Marine and Many Other Industries 


Wellington Sears Company, 111 West 40th Street, New York 18, N.Y. Akron « Atlanta »« Boston « Chicago « Dallas « Detroit « Los Angeles « Philadelphia » San Francisco 
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READERS REPORT 


Arizona speaks up 


Dear Sir: 

Re “More rooms at the inn” 
(BW—Jun.10°61,p5), the © stars 
which fell on Alabama must have 
dazzled John E. Bryan of the 
Birmingham Chamber of Com- 
merce. Says he, “Birmingham’s 
municipal airport . . . is weathered 
in less than any other airport in the 
nation with the exception of 
Miami.” 

U.S. Weather Bureau facts for 
1960 


Birmingham Miami Tucson 


Clear 98 days 65days 212 days 
Cloudy 143 days 109 days 55 days 
Heavy fog 3 days 3 days 1 day 

Rainfall 40.76 in. 70.26in. 8.74 in. 


No instrument landing system is 
required here where we've had a 
12,000 foot runway and multi-en- 
gine jets since 1952. We shall 
thank you for correcting this abuse 
of truth! 

R. W. F. Schmidt, A.A.E. 
Executive Director 
Tucson Airport Authority 
Tucson, Ariz. 


Dear Sir: 

It appears that the Chamber of 
Commerce of Birmingham, Ala- 
bama, is doing an excellent job. 
Could it be possible that they are 
weathered in less than any other 
airport in the country, with the ex- 
ception of Miami? 

I wonder if they have ever heard 
about Arizona and, in particular, 
the Phoenix airport. Here in 
Arizona, even in leap year, we get 
an extra day of sunshine! 

Kilgore MacFarlane, Jr. 
Guaranty Bank 
Phoenix, Ariz. 


Strength vs. length 


Dear Sir: 

The article entitled “When Su- 
personic Travel Comes” (BW— 
Jun.10°61,p46) is extremely inter- 
esting, particularly the paragraph 
which states that if a plane is de- 
signed to fly efficiently at 2,000 
mph., it probably cannot be thor- 
oughly efficient or airworthy when 
coming in at 120 mph. for a land- 
ing, and so may have to change its 
shape in mid-air. 

A limiting factor which the ar- 
ticle implies but does not mention 
is the fact that longer and longer 
runways to handle planes which 
must land at high speeds are 
neither economically feasible nor 
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OD ebicmxe) (Claemanchioluemeneler: 
miles without ever leaving home! 


Demonstrated on Dave Garroway’s Today Show and Jack Paar’s Tonight Show on NBC-TV. 





Proved by major moving companies throughout the U. S., now Poly-Tite makes ‘‘skin”’ 
packaging practical for almost any product, for any industry — at a new, low cost 


The goldfish above was shipped in its own 
bowl, complete with water, from San 
Francisco to New York City and return. 
It arrived alive—with bowl intact—and 
not a drop of water was spilled. 

Incredible? Not at all. “Skin” packag- 
ing (a packaging method of vacuum- 
sealing almost any object to paperboard 
with clear plastic film) has been used for 
years by a limited number of industries. 

Now, due to its low cost and simplic- 
ity of operation, Poly-Tite makes “skin” 
packaging practical for almost any type 
of business—from large industrial man- 
ufacturers of electronic equipment to 
small manufacturers of spare parts, from 
large-city retail stores to local household 
movers. 





The advantages of Poly-Tite packaging: 
1. Eliminates extensive packing material. 






HERE’S HOW IT WORKS: 





2. Speeds the entire packing operation. 
3. One-man operation lowers time cost. 
4. Less weight and dimensions mean less 
shipping and storage costs. 

5. Reduces damage from moisture, 
shock, dust and abrasion. 

6. Reduces pilferage, keeps sets together. 
7. Makes inventorying easy. 

8. Keeps products and plant clean. 

For complete information, see the Poly- 
Tite distributor in your area. Or write or 
call MfP Division, Avery Industries, Inc., 
Box 1554, San Mateo, Calif., Di 2-6091. 





POLY-TITE. 











In the Electronics Industry: In the Machine Parts Industry: In Retail Stores: Retailers are 


Expensive electronicvacuum Intricate spare parts are pro- lowering costs, reducing 
tubes are being Poly-Tite tected against moisture,dust, breakage, and satisfying cus- 
packaged for maximum pro- shock and abrasion, then re- tomers by packing china, 
tection during shipment. Re- moved as they are needed glassware and many other 


duces breakage, saves time. with Poly-Tite packing. 
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items with Poly-Tite. 





can they be constructed — suffi- 
ciently adjacent to large cities ‘to 
permit their economic use. The 
problem of the airport, which must 
after all be operated to get off the 
taxpayer's neck as rapidly as -pos- 
sible, is not the least of the consid- 
erations to be taken into account. 
John J. Winn, Jr. 
The Port of Portland 
Portland, Ore. 


# Jet runways probably won't 
have to be lengthened for super- 
sonic transports—but may have to 
be strengthened to stand up under 
their greater weight. 


Tahiti—with 28 flavors 


Dear Sir: 

A Howard Johnson’s on Tahiti 
might be a good idea for the wel- 
fare of the tourists (BW—May17 
’61,p28) if they had sense enough 
to eat there. 

Ask a Matson Line doctor con- 
fidentially how many cases of food 
poisoning he averages after their 
stops. 

However, you are right in saying 
that anyone wishing to see Tahiti 
should get there quickly. 

Douglas A. Johnston 
Newington, Conn. 


Buyers at fault? 


Dear Sir: 

The article on What’s Wrong 
with Salesmen’s Techniques (BW 
—Apr.29’61,p119) is most provoc- 
ative and deserves comment from 
a salesman of capital equipment 
who has been calling on A.O. 
Smith for the past three years. 

Buying and selling are two parts 
of the same problem, and the man 
in procurement who criticizes the 
salesman may need to examine his 
own methods alsc. The average 
time for an interview is approxi- 
mately twenty minutes. Within this 
time, the interview will be inter- 
rupted several times by phone 
calls, a deterrent to enthusiasm and 
conducive to chit chat and rapid 
explanation, which conveys to the 
buyer the  salesman’s seeming- 
ly limited knowledge of his prod- 
uct. 

...So the salesman must present 
his story in a limited time, leave 
literature and hope that the buyer 
can retain and pass on enough in- 
formation to arouse the curiosity 
and imagination of others. . . . 

Warren J. Staab 
Federal-Bryant Machinery Co. 
Chicago, IIl. 
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Long Distance pays off 


in extra sales 








“We sell by Long Distance to cut shipping costs” 


says Brady Ridenour, president, 
Brady Plywood Corp., Baltimore, Maryland 


“Selling by telephone makes especially good sense when 
you have a truck ready to go out only half full,” reports Mr. 
Ridenour. “So when we get a partial load, I keep calling 
till I fill the truck. It keeps our shipping costs in line. 

“The other day, for instance, we received a less-than- 
truckload order from a town about 100 miles away. I got 
on the phone and started calling other customers in the area. 
Within 45 minutes, I’d filled the truck—and out she went, 
with extra profit for us.” 


Long Distance pays off! Use it now... for all it’s worth! 


BELL TELEPHONE 





Se ar peg ee ee ae ee ee ae ot 
I ! 
I 
LONG DISTANCE RATES ARE LOW 
Here are some examples: 
| Baltimore to New York ..... 70¢ ! 
! St. Louis to Chicago . ...... 90¢ ! 
Boston to Norfolk, Va... .. . . $1.20 
| Milwaukee to Philadelphia . . . . $1.45 =! 
| San Francisco to Detroit . . . . . $2.10 | 
l I 
These are day rates, Station-to-Station, for the first 
three minutes. Add the 10% federal excise tax. 
I 

PE AAS ATMA DTS ES MNES J 

SYSTEM 
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Garbed like surgeons, Hughes engineers and technicians 
assemble accelerometers in this ‘‘clean room.”’ Here, the air 
is a thousand times freer of dust than an air-conditioned 
office. In fact you literally “‘taste”’ the clean air! 


Accelerometers built in this room are so sensitive they can 
measure movements we cannot see. In missile inertial guid- 
ance systems they can sense acceleration of .003 of an inch 
per second per second. 


But a tiny speck of dust between their micro-finished surfaces 
could make them useless for the “‘mind”’ of a missile. 

This type of accelerometer combined with gyroscopes and 
advanced electronics results in an inertial guidance system 





which is completely self-controlled—it cannot be “‘brain- 
washed.”’ It needs no commands from the ground. It is in- 
vulnerable to “jamming” which might throw it off course. 


Hughes is now applying its complete systems experience to 
all pertinent areas of creating inertial guidance systems: in- 
ertial components, computers, platforms, support equipment, 
advanced systems studies. 


3 


Hughes inertial guidance systems “marry” the latest 
developments in both electronics and mechanics. With this 
effort Hughes adds another facet to its broad scientific and 
production capabilities. This experience may be useful to 
you. We may have the answer to your problem. The result 
could be profitable for both of us. 














Creating a new world with electronics 
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HUGHES AIRCRAFT COMPANY 


| Close-up view of an accelerometer being assembled 
in the Hughes dust-free ‘‘clean room.” 











From the largest to the smallest 
you ll save money with 
shenango Centr ifugal castings THIS IS SHENANGO! 


From tiny liners and bushings to the largest sleeves, rings and rolls, you'll 
find that ferrous or non-ferrous symmetrical parts will be cleaner, denser and 
more uniform if they are centrifugally cast in Shenango’s modern foundry. 
This means you'll save money. There will be less metal wasted, less machin- 
ing time, fewer rejects and longer product life than would be true with ordinary 
casting methods. And because Shenango operates one of the biggest and most 
efficient centrifugal foundries and machine shops in the country, your largest 
orders will be filled quickly and exactly to specification. Write for literature. 


CENTRIFUGAL CASTING DIVISION 


the Shenango 


FUR NAC i=H co OM PANY lake transportation 


DOVER, OHIO 


Copper, Tin, Lead, Zinc Bronzes « Aluminum and Manganese Bronzes + Mone! Metal « Ni-Resist * Meehanite Metal « Ductile Iron 









Recovery? Yes. 
Boom? No. That’s 
midyear’s story 





New-car output 
ends half year 
on better note 





Pontiac takes 
third place in 
output standing 












Business outlook Bi 


July 1, 1961 


Business came up to mid-year with recovery still in evidence—but certainly 
nothing like a boom showing. 

In fact, there is no good reason for expecting anything boom-like for 
business during 1961. To the surprise of none but the extreme optimists, 
the pace of recovery has slowed from the April-May rate. 

This may explain in part the readjustment Wall Street has been under- 
going for the last month. Bull markets thrive on rosier prospects—even 
though too much of a good thing would be a short-lived blessing. 


General activity will do quite satisfactorily if it holds its own through 
July and August (normal season patterns considered). 

The reason for this is familiar enough. The auto industry is now starting 
to taper off production of 1961 models. 

Coming earlier than usual, this will pull auto output down more than 
seasonally in July and August. But, by the same token, an earlier start on 
1962 models will see September output rising more than seasonally. 


Autos have just closed out a dismal half year—but on a relatively bright 
note. June wasn’t a big month, but it was the best for 1961 to date. 

For the calendar year to rank any better than mediocre, auto production 
has to make up a lot of lost ground in the four months from September 
through December. 

In the effort to bring dealers’ stocks into line, the industry produced only 
2,730,000 cars in the half year against 3,180,000 in 1960. June, with more 
than 550,000, still trailed last year’s 613,000. 


Though registrations in only a handful of states have been reported for 
May and none for June, sales of new U. S.-built cars in the half year probably 
fell just a little short of 2.7-million. 

Allow for exports, and at least a dent was made in stocks. 

Dealers presumably went into July with 900,000 or more cars on hand. 
Only about 575,000 more 1961 models are to be built in July and August. 
So dealers have three months to clean up some 1.4-million or so cars. 


The half year saw some shaking up of the auto production standings. 

Chevrolet and Ford, in that order, held the 1-2 spots (though, like almost 
all the name plates, they were sharply below a year earlier). 

The new name, in third spot, was Pontiac (replacing Plymouth, which 
dropped to sixth). Rambler held fourth spot, breathing down Pontiac's neck, 
though output was down nearly 40% from last year’s fine showing. 

Olds jumped to fifth from seventh. But Dodge, which had captured sixth 
a year ago on the Dart’s spectacular success, fell to eighth with output 
scarcely 40% what it was in 1960's first half. 


Few of the car makers really have anything to boast about this year. 
The ones who come closest to it are at the top end of the price chart: 
Cadillac, Chrysler, and Lincoln. None changed its ranking; they are still 
tenth, twelfth, and fourteenth, respectively. 
But Lincoln’s output rose from 11,000 to above 15,000—not many cars, 











Steel mills look 
for another rise 
by next month 


Steel marks up 
a 25-million ton 
second quarter 


Building awards 
herald new gains 
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Business outlook continued 


but a thumping gain. The other two posted output declines that were very 


small by this year’s industry standards. 
Of all the others, Comet alone had a plus. But that’s really a mirage, 


_ because 1960 was six weeks old before any cars were built. 


Prospects for steel are closely tied to the way the auto industry fares— 
or, more immediately, how optimistically the auto makers set their 
schedules for the early stages of the new-model year. 

Not much steel is scheduled to be shipped to the auto companies during 
July. That will compound this month’s slowness caused by the customary 
industrywide vacations in metalworking. 

But steelmakers say that auto bookings for August delivery are encour- 
aging. And even for July, the volume of ordering by other customers is 
a little stronger than most had expected. 


Price cuts haven't hit the industry’s big tonnage products, and authorities 
insist they aren’t going to. 

Yet, at a time when manufacturers everywhere are convinced that they 
have learned a lot about inventory control, even scattered price cuts can 
persuade purchasing agents to hold off orders. 

They know they still can get fairly fast delivery. They are holding 
inventory to a minimum. So they'll wait and hope for better prices. 


Steel has just closed a second quarter that was good by comparison with 
the preceding nine months but not by any other standard. 

Even though output tended ever-so-slightly downward, week by week, 
throughout June, nearly 8.6-million tons of steel were poured during the 
month. That was only a little less than in March. 

This brought the three months’ total to about 25.1-million tons, up from 
less than 20-million in each of the preceding three quarters. 


Recent shipments of steel to users probably have been about in line with 
actual consumption. But there’s no indication that inventories have been 
rebuilt—even though customers’ needs have been rising. 

Computations by the National Industrial Conference Board indicate that, 
for the second quarter as a whole, consumption outran deliveries by perhaps 
a half-million tons. 

Thus any further improvement in steel demand will have to push up the 
operating rate; there’s nothing in stock to provide for it. 


Construction is among the industries that will be helping to support over- 
all activity through summer’s dog days—and the rest of this year. 

Judged off new contract lettings, the volume of building to be done still 
is on the rise. McGraw-Hill’s Construction Daily shows the total for heavy 
engineering 2% behind 1960 at midyear—but the chart has been in a jagged 
climb ever since January. 

For all construction (including smaller projects and housing), the latest 
F. W. Dodge Corp. figures show May 5% ahead of a year ago. And, for the 
first time this year, homebuilding topped a year ago. 

Apartments continued to show the best year-to-year gain in housing 
contracts, but May topped a year earlier by 4% on single-family units. 


Contents copyrighted under the general copyright on the July 1, 1961, Issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Stop-Loss packaging? What’s that? What does it mean? 
Actually, “Stop-Loss” describes special packaging in a very 
special, tough, crystal-clear material ... Kodapak II Sheet. 
In this instance, Holland Industries, Inc., (Buffalo, N.Y.) 
picked Kodapak II to package Champion’s Spark Plug 
Gauge and Tool in groups of ten blisters each to a self-seller 
display card. 
Result: Skin-tight protection from dust, dirt and moisture 
. plus complete visibility! This keeps merchandise fresh 
and clean, assures fast unit-sell, stops loss from both shop-wear 
and pilfering. At the same time, protecting blister is easily 
removed by purchaser. For more about Kodapak II and 
packaging, see our representative or write: 


EASTMAN KODAK COMPANY 
Plastic Sheeting Division, Rochester 4, N.Y. 


Sales Offices: New York, Chicago, Atlanta. Sales 
Representatives: Cleveland, Philadelphia, f 

Providence. Distributors: San Francisco, Los Kodapak 
Angeles, Portland, Seattle (Wilson & Geo. 

Meyer & Co.); Toronto, Montreal (Paper Sales, Ltd.). 


“Kodapak” is a trademark for Eastman’s plastic sheet. 








The New York Banker 
with the hometown touch 





He lands a $4 billion bank 


at your 


When the traveling banker from Chemical 
New York walks into your office, he has 
behind him the resources of one of the 
world’s largest banks. (Our assets on 
March 31, 1961, stood at $4,374,930,456.) 

The large resources at his command put 
him in a position to solve virtually any 
banking problem. 

And he has behind him large resources 
in manpower, too. 


Representatives Throughout The World 





Overseas, our representatives travel to 
over 140 countries, learning about busi- 
ness conditions firsthand. They can arrange 
financial transactions for you, whether 
simple or complex. Foreign collections in 
Nigeria, for instance. Or letters of credit 
in England. Or foreign exchange in India. 

At home, we can set up a Cash Flow sys- 
tem for you. Or provide extensive credit 


doorstep 


information. Or perform any of the other 
services you could expect only from a 
bank of our size. 

It’s the traveling banker from Chemical 
New York who puts these services at your 
disposal and makes all this information 
available to you. 





Thorough Knowledge Of Your Region 
And he brings you the hometown touch 
besides. Because he travels extensively in 
your region, and intimately knows busi- 
ness and industry there. He talks New York 
financial language, but with a local accent. 

To get this hometown touch plus the re- 
sources and manpower you need for any 
banking transaction, just call this travel- 
ing banker from Chemical New York. 
Chemical Bank New York Trust Com- 
pany, New York 15. 


Member Federal Deposit Insurance Corporation 


Total banking 
and trust services 


here and abroad 
Founded 1824 





Bank 


Trust Company 












































Aluminum Island. 


Is this tomorrow’s marina? The boat company that commissioned this Olin 
design thinks it’s very likely. After all, new design and engineering concepts 
and new fabricating techniques make aluminum near limitless in application. 
Aluminum’s inherent qualities, resistance to corrosion, lightness, natural 
attractiveness and strength make it a “dream medium” for designers; this 
marina is an excellent example. It’s an on-the-spot depot for fuel, food, marine 
supplies — and travels from place to place under its own power. And designers 
who work in new concepts of aluminum have the resources of Olin Aluminum 
at their disposal. Our technical research and product development staff live 
in the world of new alloys, intricate design, fabrication, and cost and produc- 
tion statistics. They “think aluminum.” All you have to do is think “Olin.” 2° 


<lin 
ALUMINUM 


400 PARK AVE..NEW YORK 22,NEW YORK 
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Material 
Steel 


Where prices have been cut 
Stainless strip, oil country goods, rein- 


forcing bars, wire rope 


BUSINESS 
WEEK 


What puts the pressure on 


Foreign competition and price- 
trimming by small mills in lines 
where industry has overcapacity; 
competition of substitute ma- 
terials 





Electronics 
components 


Semiconductors 


Competition; new production tech- 
niques 





Paper and 
paper products 


Multiwall bags, linerboard, most grades 
of market pulp, corrugating 


Failure of demand to keep pace 
with plant expansion 








Chemicals Resins, adhesives, plastics, detergents, Overcapacity; competition of sub- 
industrial alcohol, benzene, acetone, stitute materials; producers’ com- 
polybutadiene rubber petition for bigger share of market 

Metals and Some aluminum extrusions, copper Price-shading by small extruders, 


metal products 


rods, appliances, batteries, containers 


cutting into big producers’ mar- 
kets; competition of imports 











Rubber Crude rubber, truck tires Overstock 

Oil . Crude oil, gasoline, drill bits Overcapacity 

Machinery Some cutting tools, miniature ball Overcapacity; a desire to be more 
and tools bearings, construction equipment competitive so as to forestall more 


price-fixing suits 





Price-cutting in a recovery 


It seems like a paradox, yet this time it seems to be 
possible for the two to exist side by side. Overcapacity 
of plant, drive to expand markets are two causes 


Weakness in industrial prices, as re- 
flected in the sampling above, may 
signal some fundamental changes for 
American business. For the first time 
in the postwar boom years, prices of 
industrial products have actually de- 
clined in the midst of what has all 
the appearances of a vigorous busi- 
ness recovery. 

Even the glacial price indexes 
show what is happening, if only in 
a small way. In both the 1954 and 
1958 recoveries, prices rose sharply 
along with the industrial production. 
This time a different pattern is taking 
shape. 

Reverse trend. Coming out of the 


recession, industrial production has 
again climbed quickly. As measured 
by the Federal Reserve Board’s index 
(based on 1957100), it rose from a 
low of 102.1 in February to 108 in 
May, and it’s running slightly higher 
now. 

Industrial prices kept pace for a 
while; up to May, the Bureau of 
Labor Statistics’ slow-moving whole- 
sale price index on non-food prod- 
ucts crept up and the BLS’ more 
sensitive index of 13 industrial raw 
materials spurted sharply. 

Now, however, prices have backed 
away. BLS’ wholesale price index 
has fallen from a March high of 


128.1 of the 1947-49 average to an 
estimated 127.7, the lowest in more 
than two years; its raw materials in- 
dicator has also dropped sharply. 
And there’s a lot more price-shading 
that the indexes don’t pick up. 

All this naturally raises questions 
about the strength of the recovery, 
the impact on profit margins, and 
what’s ahead for business as the re- 
covery develops. The answers aren't 
all in vet, but enough are in to make 
significant points. 

Substance of it. Put bluntly, there 
is nothing wrong with the stride of 
business activity. It has stumbled in 
the past few weeks, partly because 
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of a seasonal summer slowdown, and 
this has led to some price-cutting by 
companies that are worried about 
the tact that the recovery has been 
a spotty one for them. 

Taken as a whole, though, price- 
cutting hasn't been widespread 
enough to interfere with recovery. In 
fact, there are a good many price in- 
creases—in textiles, ball bearings, 
steel and aluminum conduit prices, 
among others. 

For example, the scattered cuts in 
steel products have not yet touched 
major tonnage items. Steelmen insist 
they will not. Joseph L. Block, chair- 
man of Inland Steel Co., even says 
you can't rule out a price increase 
as unlikely as it may seem today. 

By this fall, then, production 
should be churning toward new 
marks. Prices should also be pointed 
up. There’s no indication of any 
sharp rise in prices, but a lot depends 
on labor negotiations in autos and 
metals. 

Nonetheless, price-cutting is wor- 
risome. To be sure, many cuts in 
posted prices merely make official 
all the discounts, concessions, and 
price-shading that took place during 
the recession. But this “legitimatiz- 
ing” also shows the continued pres- 
sure on prices from idle capacity and 
foreign competition. 

Other price cuts, such as those in 
semiconductors can be _ explained 
away; competition from abroad has 
been mounting, and prices tend to 
decline as the state of the art ad- 
vances. 

Basic factors. However, the vol- 
ume and nature of price-cutting at 
this stage of recovery suggests that 
basic changes are at work. 

For one thing, the latest cuts show 
that overcapacity, competition from 
substitute materials, and imports 
have collectively caught up with de- 
mand in several industries such as 
steel, paper and pulp, and chemicals. 
These same forces were present to 
some degree after the 1957-58 reces- 
sion, but now they have been bol- 
stered by the psychological factor 
that businessmen feel these forces 
will be around for quite a while. 

Less inflation fear. This change in 
attitude has led to a more cautious 
inventory policy. Sales managers 
feel no need to scramble to build up 
inventories—either of raw materials 
or of finished goods—so as to protect 
against shortages or against price in- 
creases. As a Business Week survey 
revealed this week, purchasing 
agents generally are keeping deliver- 
ies pretty much on a hand-to-mouth 
basis. 

Another reason that there are less 
fears of an inflationary spiral is the 
Administration’s stiff attitude toward 
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wage and price increases. Govern- 
ment officials have made it clear they 
feel there is no built-in reason why 
inflation should occur in the current 
recovery, since supply generally ex- 
ceeds demand. As long as “big 
labor” and “administered prices” can 
be kept in check, they argue, a price 
spiral can be curbed. 

White House view. Indeed, the 
government is getting set to move 
against any steel price increases this 
year. Pres. Kennedy may even de- 
cide to issue a personal broadside 
against a price hike. 

The Council of Economic Advis- 
ers will also issue a report attempting 
to show that the wage increases in 
steel last December and the one 
coming in October do not justify 
price increases. CEA will argue that 
productivity in steel during the cur- 
rent upswing should more than make 
up for increased labor costs. 


1. More flexible pricing 


The unfriendliness of the climate 
for price increases is increased by 
other government actions—suits 
against price-fixing, Sen. Estes Ke- 
fauver’s continued probe into admin- 
istered prices, and new efforts by 
government agencies to force com- 
panies to end identical bidding on 
contracts. 

Says Paul Holmes, director of pur- 
chasing at Jones-Blair Paint Co., a 
large paint manufacturer in the 
Southwest: “I find that since the 
conviction of General Electric and 
Westinghouse, all the larger com- 
panies are taking a hard look at 
special prices.” 

Realistic prices. Such a reappraisal 
is leading some companies to more 
flexible pricing—for example, the 
discarding of posted prices on some 
lines and more contract buying. U.S. 
Steel Corp. boasts of its general pol- 
icy of published prices, a single price 
to all customers, and price in effect 
at time of shipment, yet it has with- 
drawn list prices for both rebars 
(BW—Jun.24'61,p37) and export sales 
and will negotiate prices “in response 
to individual inquiries.” 

As an industry man_ explains: 
“Business simply wasn’t being done 
at those list prices.” 

Building volume. At a time when 
the economy is not at full peak, all 
these factors allow for price-cutting 
by companies determined to reclaim 
lost business, to win a bigger share 
of market, or to expand existing busi- 
ness. 

Companies with idle capacity are 
tempted to cut prices with the idea 
of generating enough added volume 
to bring unit costs down far enough 
to offset the lowering of prices. 


An executive for a New York 
chemical company explains it this 
way: “There’s so much new plant 
around that all of us have a little 
more tonnage than required. You 
look at your sheets and you get all 
charged up with plant cost. You've 
got to amortize new facilities, yet 
your investment isn't bringing in 
sufficient profits. So you start to cut 
prices to get business.” 

No price wars. Another chemical 
man ventures that in a period of ris- 
ing demand, price-cutting is also less 
likely to lead to vicious price wars 
than in a time of shrinking de- 
mand. This pricing theory seems par- 
ticularly valid in industries where 
one or two big integrated companies 
exercise price leadership. 

B. W. Maxey, financial vice-presi- 
dent of Glidden Co., also thinks that 
some price-cutting is only natural at 
this time. 

“Plants are made more efficient 
during recessions,” he says, “and the 
companies now are taking advantage 
of this just when there are more sales 
to be had. If the fat has truly been 
squeezed, a small increase in volume 
should be immediately reflected in 
profits.” 


ll. Effect on profits 


Certainly, not all price-cutting is 
of a defensive nature, just to retain 
markets. A good deal of it is being 
done to win new business. If unit 
costs are low enough, this could 
mean substantial profits to the ag- 
gressive company that can increase 
its share of the market by cutting 
its prices. 

But for the most part, price-cutting 
at this stage of recovery means a 
further squeeze on profit margins 
and pressure on dividends. Some 
companies are trimming prices on 
intermediate and finished goods, 
while their costs for basic materials 
arent coming down significantly. 
Resistance to price increases, more- 
over, will remain strong in any in- 
dustry that has much idle capacity. 

Marginal operators are bound to 
be squeezed out of business, and the 
pain will be felt by many big com- 
panies as well. The paper and pulp 
industry, for instance, has undergone 
a steady deterioration in prices, and 
the latest cuts will put even more 
strain on earnings, despite higher 
sales. 

All in all, it looks like a profitless 
prosperity for many companies. On 
the other hand, the more sober atti- 
tude toward inventories may produce 
a more durable boom, without the 
speculative inventory excesses that 
have generally led to sharper busi- 
ness slumps. 
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Chmn. William L.Cary seeks a more active role for SEC, wants to delve into 





over-the-counter trading, use of credit, new issues market, as well as mutual funds. 


SEC urges broad 
securities probe 


Congress green light is expected at current session 
for far-reaching investigation of securities markets, with 
special attention to practices of mutual funds 


With the full backing of the Kennedy 
Administration, Congress appeared 
ready this week to order a compre- 
hensive investigation of the securities 
markets. The proposed study would 
cover the financial waterfront—spec- 
ulation and manipulation in hot new 
issues, the activities of the mutual 
fund industry, the methods of trad- 
ing in unlisted and listed securities 
all to determine whether new laws 
are needed to police the investment 
community. 

A resolution to authorize the Se- 
curities & Exchange Commission to 
make the investigation, and provide 
it with $750,000, seems headed for 
action in the present session. If ap- 
proved, the inquiry would start some- 
time in September, with a final re- 
port to Congress by January, 1963. 

Cary’s plans. SEC Chmn. William 
L. Cary backed up the proposed in- 
vestigation in hearings before the 
House Subcommittee on Commerce 
and Finance. It marked the first time 
that he revealed his concept of his 
job and made it clear that he is think- 
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ing in terms of a more active and far- 
ranging role for his agency. 

Wall Street was not taken aback 
either by the news of the impending 
investigation or by Cary’s activist ap- 
proach. In fact, the Dow-Jones in- 
dustrial average registered an in- 
crease. But market professionals 
pointed out that the spate of warn- 
ings from Wall Street has led already 
to a cooling off of speculative fever 
in the new issues markets and a sig- 
nificant decline in the prices of many 
highly touted growth stocks. More- 
over, they noted that trading activity 
has slumped on both the New York 
Stock Exchange and the American 
Stock Exchange. 

Cary wants to go far beyond the 
SEC’s current investigation into the 
ASE (BW—May20'60,p31). He thinks 
there’s a need to investigate the ac- 
tivities of the mutual fund industry, 
which now has over $20-billion in 
assets. And he wants to take a closer 
look at trading in the over-the- 
counter market. He pointed out to 
the House group that “there has been 





evidence of a substantial amount of 
manipulation in securities trading.” 

Rep. Peter F. Mack, Jr., (D-IIl.), 
the chairman at the hearings, got 
support for the inquiry from other 
witnesses. William H. Claflin III, 
chairman of the National Assn. of 
Securities Dealers, agreed that an 
investigation would be “beneficial.” 
And Keith Funston, president of the 
New York Stock Exchange, who has 
warned against imprudent specula- 
tion, said he would “cooperate” in 
any investigation. 

Spotlight on funds. The commit- 
tee’s questions—and the testimony— 
left no doubt that the mutual fund 
industry would come in for particu- 
lar attention. Cary, for example, said 
SEC is already reviewing some mu- 
tual fund practices. But he is anxious 
to go a lot deeper. He plans to look 
into allegations that mutual fund 
managers “churned” their portfolios 
in order to increase the commissions 
they pay to brokerage firms, some 
of whom have a stake in the funds 
themselves; and he wants to deter- 
mine whether the fees charged by 
mutual fund managers—which aver- 
age % of 1% of mutual fund port- 
folios—are too high. 

Cary did not stop there. He was 

articularly critical of mutual funds 
a “the employment of part-time 
or inexperienced representatives,” 
pointing out that they “solicit from 
door to door and operate from pri- 
vate residences remote from super- 
vision.” Cary added: “The possibility 
exists that these factors may have led 
to questionable merchandising tech- 
niques.” 

Cautious reaction. The public re- 
action of most mutual fund men was 
cautious. They said they welcomed 
any investigation on the grounds 
that it “could only be of benefit to 
the industry.” In private, though, 
they were disturbed by Cary’s “hard” 
line. 

Mutual fund sales companies that 
specialize in selling contractual 
plans—which account for an _ in- 
creasing number of all mutual fund 
shares being sold—were most con- 
cerned, because they depend heavily 
on part-time salesmen. Walter Bene- 
dick, president of Investors Planning 
Corp. of America, one of the big con- 
tractual outfits, is not against an in- 
vestigation, but feels that Cary’s atti- 
tude on part-time salesmen is 
“nothing but unadulterated non- 
sense.” What matters, says Benedick, 
is “not the amount of time a man 
spends selling securities but the qual- 
ity of the man and the training he has 
received.” 

The SEC authorized a broad study 
of the mutual fund industry some 
two years ago. It got the University 
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of Pennsylvania’s Wharton School to 
take over the job, and the entire in- 
dustry since then has been subjected 
to questionnaires on its activities, in- 
dadies those cited by Cary. 

The first phase of the report, deal- 
ing with mutual fund size and its 
ramifications, management perform- 
ance, and stock market impact, 
is in the hands of the SEC. A sec- 
ond phase, on mutual fund manage- 
ment companies, is just getting 
started. 

Wider scope. But not only mutual 
funds will be coming under the 
SEC’s scrutiny. Cary pointed out that 
the boom in stock prices has been 
accompanied by a big rise in the 
number of stock salesmen and stock 
buyers. He noted that customers’ 
men registered with the NYSE have 
jumped from 10,608 in 1950 to 27,986 
in 1961. This has brought into the 
market “an increasing number of 
persons having slight acquaintances 
with the intricacies of corporate 
finance and stock market operation.” 

The sheer weight of increased 
volume has caused difficulties for 
many brokers and dealers in keeping 
their books current. Cary said that 
there appears to be a growing num- 
ber of instances in which dealers 
have failed to deliver securities or 
the proceeds of securities. 

Over the counter. Cary also indi- 
cated that more information on over- 
the-counter issues was needed. In 
contrast to listed securities, those 
traded over the counter are not sub- 
ject to formal requirements of fi- 
nancial data, mergers, and “insider 
transactions.” 

In tackling the over-the-counter 
market, Cary indicated that the use 
of credit should be investigated. In 
fact, he thinks it “would be appropri- 
ate to inquire whether credit restric- 
tions should be imposed on banks 
with respect to over-the-counter 
securities and further, whether per- 
sons other than banks and _ broker- 
dealers should be subject to margin 
requirements.” 

The investigation should also cover 
the distribution of securities through 
the facilities of the stock exchanges, 
he said. 

Critic of SEC. At only one point 
did the SEC itself come under im- 
plied criticism. Rep. Robert W. 
Hemphill (D-S.C.) asked: “With all 
these stories of stock shenanigans, 
where has the SEC been all these 
years? ... 

Cary explained in his reply the 
SEC’s policy of self-regulation by 
the exchanges and the securities 
dealers, and added, “An investiga- 
tion would show whether or not self 
regulation, up to this point, has been 
adequate.” 
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this line formed last week at the Chamblee (Ga.) 
Below, children took their doses flavorfully on sugar 
cubes or (bottom pictures) in spoonfuls of sirup if they were under two years old. 
Vaccine, arriving frozen in tiny vials, was diluted and sent to 50 centers. 


For Sabin polio vaccine, 
municipal auditorium. 
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Oral vaccine passes two tests 


Atlanta welcomes it in threat of polio epidemic, and 
AMA endorses it for mass use. One hurdle remains: It must 
get government approval of its potency and safety 


The lines of children and _ their 
mothers formed again for polio vac- 
cine last week in Atlanta (pictures ), 
but the faces were unruffled by fear 
of needles. To avert a threat of epid- 
emic, state and county aaa 
authorities had chosen the Sabin live 
vaccine, administered by mouth, 
rather than the Salk dead vaccine, 
which is injected, to protect the most 
vulnerable section of the population. 

This use of oral vaccine in the five- 
county Atlanta metropolitan area 
could remain unique for this polio 
season, at least—it used up most of 
the Sabin vaccine in the U.S. But 
this week the American Medical 
Assn. endorsed the Sabin vaccine, 
improving the prospect for a mas- 
sive, nationwide immunization pro- 
gram next spring comparable to that 
of the Salk vaccine. 

AMA recommends the Sabin vac- 
cine for everyone over six weeks 
old, regardless of whether he has 
received the Salk vaccine. 

Waiting for O. K. The live vaccine 
program must wait now upon gov- 
ernment licensing of commercial 
sale. The tests to prove both the 
potency and the safety of the vaccine 
are complicated and time-consum- 
ing. The green light for commercial 
sale probably won't flash until fall. 

The Atlanta experiment and the 
AMA endorsement seem to remove 
any doubt that leading medical au- 
thorities all over the U.S. want live 
vaccine as soon as they can get their 
hands on it. Despite its record of 
cutting the death rate for paralytic 
polio, Salk vaccine is under a cloud 
(BW—Jun.1761,p27). Moreover, it 
appears that live vaccine is far su- 
perior in several ways: 

"It gives immunity faster. A 
single swallow of two drops makes 
a person immune to one type of 
polio virus within days; two more 
doses at intervals of six weeks will 
protect against the other two types. 

* It looks as if it will give almost 
complete protection; Salk vaccine is 
admittedly effective for only 80% of 
those who are inoculated. Immunity 
provided by Salk shots tends to wear 
off; that provided by live vaccine 
may last a lifetime. 
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« It not only protects a person 
against the paralytic form of the dis- 
ease, as the Salk vaccination does, 
but also prevents him from being a 
carrier of the virus—it breaks the 
chain of circulation in the communi- 
ty, thus may stamp out polio en- 
tirely when widely used. 

= Immunity is even passed on 
from one person to another. Sta- 
tistics aren't available yet on 700,000 
experimental doses of Sabin vaccine 
given in the U.S., mostly around 
Harrisburg, Pa. But in Russia, where 
77-million persons took the Sabin 
vaccine, doctors estimate that more 
than 100-million may have been 
made immune. 

Atlanta’s luck. In its mass pro- 
gram of immunizations last week, 
Atlanta was doubly fortunate. 

First, the threat of an epidemic 
was discovered as a “fortuitous” by- 
product of a study being made by 
the U.S. Communicable Disease 
Center, which happens to be in 
Atlanta. In checks run on people in 
two housing projects, CDC was star- 
tled to find a marked increase above 
the expected amount of Type III 
polio virus in circulation. 

This type is not so deadly as the 
Type I virus, which accounts for 80% 
of all cases of paralytic polio, but it 
can be lethal and can be especially 
dangerous in epidemic proportions. 
CDC passed its findings along to 
Dr. John H. Venable, director of the 
Georgia Dept. of Public Health, just 
as the first reported cases of Type III 
polio started to trickle in. Dr. Ven- 
able immediately called a meeting 
of the five county health commis- 
sioners and the local medical society. 

Six actual or suspected cases of 
Type III polio were then on record, 
four more turned up later; 24% of 
children in one housing project and 
15% in another were known to be 
carrying the virus. 

Then came Atlanta’s second bit of 
good luck. 

Vaccine offered. On the night of 
June 7, Dr. Venable heard of the 
possibility of getting 300,000 doses 
of Type III Sabin vaccine from Dr. 
Sabin himself—the remains of a spe- 
cial batch that had been produced 


by Merck & Co. in 1956 and kept 
frozen. 

Next morning, Dr. Venable put the 
question to other doctors in the At- 
lanta area: “If we can get Dr. Sabin 
to donate it, do you want to use it?” 
All said yes. 

On June 12, the 300,000 doses 
arrived and preparation for the im- 
munization began. It was decided to 
offer the vaccine only to the 327,000 
children between six weeks and 15 
years old. More than 50 centers were 
hastily set up, and the long lines 
began to form on June 22. 

By midweek, more than 265,000 
children got their doses, and the 
crisis was considered over. “Individ- 
uals who had not had vaccine are 
not protected individually,” says Dr. 
Venable, “but the community is.” 

Room for a repeat. Sabin vac- 
cine is already being manufactured 
in Great Britain by Chas. Pfizer & 
Co., Inc., but the U.S. Public Health 
Service so far isn’t considering a call 
on that supply. 

Says Dr. Arnold Kurlander, Assist- 
ant Surgeon General: “The potential 
polio outbreak in the Atlanta area is 
the only danger spot that has ap- 
peared in the U.S. this year so far. 
Everywhere else is very quiet.” 

However, national statistics reveal 
potential danger: 38% of children 
under five, 63% of men aged 20 
through 40, and 48% of women in the 
same age bracket have not yet re- 
ceived even the Salk vaccine. 

If production problems are solved 
and tests pan out, licenses for Sabin 
vaccine might be granted, say, by 
Sept. 1. With its headstart overseas, 
Pfizer might have vaccine for sale 
by October, but it would probably 
take other companies until January 
or February. 

Two other types of live vaccine 
besides Sabin’s are being tested, but 
AMA says neither completely satis- 
fies medical authorities as yet. Of 
the two, the Cox vaccine, which at- 
tempts to blend all three strains into 
a single dose, is closer to acceptance. 
Types I and II have passed muster 
in tests in Florida, Minnesota, and 
elsewhere, but Type III is still under- 
going safety tests. 
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Joseph C. Swidler, named by Kennedy, 
will become FPC chairman on Sept. 1. 








Jerome K. Kuykendall, a Republican, 
will step down then to rank-and-file. 


New FPC moves 
oward gas formula 


After seven troubled years, the agency is finally close 
to settling method of regulating producer prices. 
The idea seems to be to treat natural gas as a commodity 


For seven lean years, the natural 
gas industry and the Federal Power 
Commission have been mired in un- 
certainty. The Supreme Court in 
1954 brought gas producers under 
federal contols, but no system of 
regulation has been worked out. 

Consequently, gas prices are in 
doubt at all stages from the produc- 
ing areas of the Southwest to the 
plants and homes of consumers 
everywhere, and FPC is_ buried 
under a mountain of undecided rate 
cases. 

Blame has been liberally assigned 
to all concerned: to the courts for 
creating the problem in the first 
place, to FPC for dragging its feet 
on its duty to regulate, to Congress 
for not spelling out a workable way 
of regulation, to gas producers for 
using delaying tactics, even to con- 
sumer spokesmen for insisting on un- 
workable controls. Yet the problem 
has remained, affecting the industry’s 
every plan. 

Solution in sight. Now there’s 
hope that the problem will be un- 
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snarled. Congress, under unusual 
pressure from consumer states, seems 
to recognize the need for action, and 
FPC itself is getting an infusion of 
new blood. 

Three appointees of Pres. Kennedy 
will form a majority on the five-man 
board. Two of them took office this 
week: Joseph C. Swidler (picture), 
former general counsel of the Ten- 
nessee Valley Authority, and Howard 
V. Morgan, former Oregon Public 
Utility Commissioner. 

A third appointment is expected 
soon to replace Arthur Kline, a Re- 
publican whose term expired this 
week. Swidler and Morgan are most 
experienced in electric power regu- 
lation, with little background in the 
natural gas business, and industry 
spokesmen have made a strong pitch 
for an appointment of someone fa- 
miliar with gas. Lawrence J. O’Con- 
nor, a Texas Democrat who now 
runs the Interior Dept.’s Oil Import 
Administration, is a leading candi- 
date. 

Chair fight settled. A fight over 





the chairmanship threatened until 
midweek, when Swidler and Morgan, 
took office. Kennedy had announced 
his intention of making Swidler 
chairman, but Jerome K. Kuykendall 
(picture), a Republican, had shown 
reluctance to step down before his 
term expires next June. 

The two men held private discus- 
sions, and after Swidler was sworn, 
they jointly announced a settlement. 
Kuykendall agreed to remain as 
chairman until Sept. 1. Then Swidler 
will take over, while Kuykendall con- 
tinues as a commissioner. Kuyken- 
dall indicated his desire to return to 
private law. practice and said that 
he may quit FPC before his term 
expires. 

Kuykendall said he agreed to the 
arrangement to avoid a fight that 
would disrupt the commission's 
work. Swidler said Kennedy has rati- 
fied their plan for an orderly tran- 
sition. 

Year’s progress. The new Ken- 
nedy majority will take over an 
agency that has shown greater vi- 
tality in the past year, in adopting 
a plan for regulation of producers 
and for speeding up the process. 

Until last fall, FPC had struggled 
with a system of studying individual 
producers to determine each pro- 
ducer’s exact cost and a fair rate of 
return. This is the traditional utility 
type of regulation, long applied to 
electric utilities and pipelines. In a 
high-risk industry such as gas pro- 
ducing, it proved hopelessly cumber- — 
some. 

Last fall, FPC adopted the prin- 
ciple of area pricing, treating gas as 
a commodity rather than as a service. 
It set out to determine a fair price 
for gas from each producing area 
and to give each producer in the 
area that price. This, too, requires 
lengthy hearings, and there’s some 
uncertainty that the courts will agree 
that FPC has the authority to use 
this method. 

Bills in Congress. Meanwhile, 
Congress is being pressed, largely 
from the consumer states, to legislate 
a method of gas regulation. Of the 
many bills on this subject, two are | 
getting the most attention: one by | 
Sen. Warren G. Magnuson, chairman 
of the Senate Commerce Committee, 
and one by Rep. Oren Harris, his op- 
posite number in the House. | 

The Magnuson bill, a consumer- | 
oriented proposal inspired by the 
National Assn. of Railroad & Utilities | 
Commissioners, has bumped _ into 
some opposition in hearings that are 
just about finished. Pipeline com- | 
panies denounced a provision that 
would prevent them from filing new 
rate increases while FPC is consider- 
ing earlier applications. With FPC’s | 
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delays in decision, some pipelines 
have pyramided four or five in- 
creases over the years, all being col- 
lected subject to possible refund if 
FPC should rule against them. 

Harris incorporated in his bill 
many features sought by consumer 
states and by the White House, yet 
with appeal to industry groups, too. 
The bill forbids FPC to regulate gas 
on a utility basis, requires the pricing 
of gas as a commodity. Hearings may 
be held this summer. 

Which method? Hope for broad 
support of legislation, possibly an 
amalgam of the two major bills, rests 
on signs that consumer groups and 
local gas distributors have become 
impatient with the delays in the 
utility approach to producer regula- 
tion. They seem convinced that this 
method not only fails to slow the rise 
in gas prices but also jeopardizes the 
discovery of new gas supplies. 

The impact of the two regulatory 
methods on gas prices will be de- 
bated in the Harris hearings. 

FPC has decided many cases on 
the utility formula and in no case has 
it determined the producer's costs to 
be less than he was claiming. In the 
landmark case, involving Phillips 
Petroleum Co., all the consumer 
groups that intervened conceded 
that Phillips was entitled to at least 
its contract prices. 

This experience points to the con- 
clusion that if rates are based 
strictly on costs, gas prices will in- 
crease. The utility method involves 
complex allocations of costs between 
what a producer spends on develop- 
ing oil and what he spends on devel- 
oping gas. Some consumer spokes- 
men insist that this allocation can be 
made in such a way that lower gas 
prices would be justified, but pro- 
ducers reply that if they don’t get 
what they consider an adequate 
price for gas, they will stop looking 
for it. 

The “fair market price” approach, 
treating gas as a commodity, would 
have the effect of ratifying the pres- 
ent level of gas prices in most cases, 
except in the Southern area and in 
offshore Louisiana, where _ basic 
prices are in doubt. Harris believes 
this approach, however, is compat- 
ible with area-pricing. 

Under the Harris formula, further 
producer price increases could still 
be justified by a variety of economic 
factors, such as increases in drilling 
costs or in the cost of labor. FPC 
would be instructed to measure the 
reasonableness of existing or future 
prices by determining whether or 
not they give incentive for enough 
exploration and drilling to meet an- 
ticipated demand from consumer 
areas. 
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Rate war squeezes 
car rental profits 


Fierce price slashing, the result mainly of overcapacity 
due to a rush of newcomers, comes on top of cost 
increases, but companies see hope in rising rental volume 


“We don’t mention rate war in San 
Francisco,” says an operator of a 
car rental service here. Though many 
other spokesmen say the same thing, 
one of the fiercest rate wars ever is 
raging throughout the entire car 
rental business. 

A few of Miami’s 64 car rental 
services, which consistently offer the 
lowest price in the country, are rent- 
ing small cars for as little as $3 a 
day. Elsewhere, prices are being 
knocked down by $1 to $3 a day, 
depending on the size of the car. 

All over the U.S., the big three of 
the business—Hertz Corp., Avis 
Rent-a-Car System, Inc., and Na- 
tional Car Rental System—are giving 
large-volume commercial customers 
20% off, instead of the usual 10%. 
At least one, National, is giving the 
20% to anyone who asks, though the 
company advertises the rate for “pre- 
ferred customers” and implies it is 
for large-volume accounts. One chain 
is considering a cut for everyone. 

Squeeze. With rates being sliced, 
an intense squeeze on profits is in- 
evitable. The slashing comes while 
car rental companies are still absorb- 
ing a series of shocks and setbacks 
that have had the effect of raising 
costs or cutting income: 

* An airline strike not only stopped 
airlines but crimped car rentals. 

« Frequent winter storms in the 
heavily populated Northeast held 
down rental volume. 

= Big companies such as Hertz and 
Avis have only now finished a strug- 
gle to sell their last year’s cars in a 
used car market that has been soft 
until recently. Avis, heading for a 
loss this year, says “the largest single 
factor was dealing in ‘futures’ in used 
cars’°—or making deals for sale of 
cars well in advance of the actual 
time of sale. The “terrible car mar- 
ket,” says Avis, caused it to “wind up 
with two fleets.” 

Hertz Corp., biggest and most suc- 
cessful of the rental companies, told 
its stockholders first-quarter profits 
from the sale of vehicles—the differ- 





ence between Hertz depreciated 
cost and what it sells a car for—this 
year were only $29,000 against $441,- 
000 in the first quarter of 1960. 

Long-term ills. These are short- 
term troubles of a kind not likely 
to recur frequently. More important 
are the industry’s long-term prob- 
lems. Generally, these are the result 
of its own success. Labeled not long 
ago a growth industry by every 
standard, chiefly because of the suc- 
cess of Hertz, the car rental market 
has attracted vast numbers, and 
many new companies have grown 
fast. Chicago's Budget Rent-a-Car, 
for example, opened its first branch 
in Los Angeles in 1958, now has 11. 

This rush into the business pro- 
duced much extra capacity. Though 
a Miami agent says of the newcom- 
ers, “They drop like flies,” the hot 
competition they provide is the main 
reason for the rate war. The influx 
has also made the big companies 
“anxious,” so that they have some- 
times moved too fast to buy a 
market-opening concession. 

Cost burden. In Miami, hotels get 
$1,000 to $30,000 a year for the space 
car agencies occupy. At airports, car 
rental agencies usually guarantee a 
minimum annual payment or 10% of 
annual volume, whichever is higher. 
When an agency's volume falls, it 
has to fork over the minimum—and 
that can come to 15% or more of its 
volume. One chain complains the 
tendency toward the guaranteed 
minimum or 10% is increasing, and 
asserts car rental agencies are paying 
more in proportion than airlines are. 

Greater costs show up elsewhere, 
too. Hertz, using more credit in its 
operation, had interest costs of $4.1- 
million last year against $3-million in 
1959. 

Cure. In spite of all, the industry 
is still optimistic. Its own cure-all 
prescription is rising volume. Car 
rental in the U.S. certainly is on the 
rise. following closely the pattern of 
airline traffic. but so far it has not 
offset the profit squeeze. 
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Targetnow 
Is tax 
havens 


Treasury yields on taxing 
all overseas profits, works 
to curb tax haven abuses 


Treasury officials, meeting firm re- 
sistance on their plan to tax undis- 
tributed profits of U.S. subsidiaries 
abroad, are working on a new scheme 
to get at “tax havens” and leave other 
overseas profits alone. 

The new attack is being worked 
out at the request of the House Ways 
& Means Committee, which found 
serious objections to the President’s 
original tax proposals. The proposals 
also raised a storm of protest from 
business. 

The committee feared that in try- 
ing to stop corporations from using 
foreign subsidiaries to avoid taxes 
the Administration was taking too 
broad a swipe at foreign earnings. 

Wide aim. The Administration’s 
target was, in fact, a big one. 

At present a parent corporation 
can defer taxes on earnings of its 
foreign subsidiaries until they are 
brought back to this country. That 
means that U.S. subsidiaries in a 
number of key European countries, 
where corporate tax rates are lower 
than here, pay less taxes on earnings 
not remitted to their parent compa- 
nies, and hence have more money to 
reinvest, than they would if they 
paid the U.S. rate on current earn- 
ings. 

Beyond that, it is possible for U.S. 
foreign subsidiaries to gain a sub- 
stantial additional tax advantage by 
transferring some earnings to corpo- 
rations based in very low-tax coun- 
tries such as Switzerland—so-called 
tax havens. There have been charges 
of flagrant abuses of tax havens. 

The line between legitimate and 
abusive use of tax havens is hard to 
define. One use widely felt to be 
an abuse is funneling profits made 
by subsidiaries in other countries— 
or even by the parent company itself 
—through tax haven corporations 
that act merely as bookkeepers. An- 
other is the occasional practice of 
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using a tax haven corporation to ac- 
cumulate earnings made elsewhere, 
then liquidating it and claiming capi- 
tal gains treatment. 

= Lowered sights. The Adminis- 
tration originally proposed that prof- 
its of all U.S. overseas subsidiaries 
(in developed countries only, not in 
underdeveloped lands) be taxed at 
the U.S. rate when earned rather 
than when they are repatriated. 

It argued that this would ease 
the balance-of-payments problem 
by encouraging prompt return of 
earnings and making investment in 
the U.S. instead of abroad more 
attractive. It argued that tax incen- 
tives for investment abroad were 
inequitable, and were no_ longer 
needed in Europe. 

Now the House committee is 
asking the Administration to come 
up with new proposals limited to 
correcting abuses of tax havens, 


and the Treasury is trying to work 
out a plan. 

This would be in line with cor- 
porate thinking, but would probably 
bring yelps from some economists. 
Business interests have argued 
strongly that tax aid is justified to 
help U.S. companies compete with 
local businesses abroad. In the end, 
they insist, the U.S. benefits from 
having the American capitalistic 
system “on show” abroad, and reaps 
eventual dividends from healthy 
U.S. investment overseas. 

Committee fears. The Administra- 
tion’s original proposal worried the 
committee on another significant 
count: the principle of taxing a 
shareholder (in this case usually the 
parent corporation) on earnings not 
actually received as income. This 
could lead, members argue, to taxing 
a shareholder in a U.S. company on 
its undistributed profits. 


Mitchell of Chicago named to Fed board 


Regional Fed bank official becomes first economist to join 
board in many years; he’s also an old Fed hand 


Pres. Kennedy this week made his 
first appointment to the Federal Re- 
serves seven-man board of gov- 
ernors. His choice was a Fed man, 
George W. Mitchell, 57, vice-presi- 
dent in charge of research at the Chi- 
cago Fed bank and former director 
of finance for Illinois under Adlai 
Stevenson. 

Mitchell, an affable and unassum- 
ing professional economist, replaces 
M. S. Szymezak, who served on the 
board from 1933 until his resignation 
from a term that wasn’t to expire un- 
til next January (BW—Jun.3°61,p26). 
Mitchell will serve the unexpired six 
months and will undoubtedly be re- 
appointed for a full 14-year term. 
The salary is $20,000 a year. 

There are rumors that Mitchell 
took the post with the promise of be- 
ing named as successor to Chmn. 
William McC. Martin, who serves as 
top man on the board until 1963 
(Martin’s term as governor extends 
to 1970). But it is considered im- 
probable that any such promise was 
made. 

Strongman. Both Fed men and 
outsiders who know Mitchell feel he 
will strengthen the board. He repre- 
sents a shift from Eisenhower’s three 
appointees, who were non-profes- 
sionals. He is well regarded as an 
economist; as an old Fed hand, he 
has a grasp of central banking that 


George W. Mitchell 


will give him a voice in shaping 
monetary policy. He’s essentially a 
pragmatist and will support the kind 
of flexible monetary policy the Fed 
is now pursuing. 

Over the past few years, the Fed 
has been naming professional econ- 
omists to the presidencies of the re- 
gional banks. But Mitchell is the first 
full-Aedged economist in some years 
to join the board itself. 
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This new line of Allen-Bradley motor control will change 
every idea you have had about starter size, performance, 
and life. The small size—especially in the higher ratings 
—is startling. Yet rating for rating the operating life and 
reliability have been increased many times. Built into 
each of the seven sizes of this new Allen-Bradley line is 
an ability to interrupt tremendous currents and to operate 
year in and year out for many millions of operations with- 
out trouble or maintenance. 


Size 5 
100 HP, 220 v 
200 HP, 440/550 V 


Gee = We ee ee ee Note the compactness of both the 
: : . ST lice a ws smallest and largest starter in the 

have an aristocratic styling and a distinctive family like- : . oor 
ness. Brooks Stevens, famous industrial designer, has new Bulletin 709 line. Ratings up to 
; : - 100 hp, 220 v; 200 hp, 440-550 v. 


given the enclosures such an attractive, modern style that 
these new starters will prove a distinct sales asset on any 
machine or installation. 

Why not write today for more information on this 
revolutionary new line of Allen-Bradley Bulletin 709 
quality across-the-line motor starters? 





ALLEN-BRADLEY§ 


Member of NEMA 
Allen-Bradley Co., 1202 S. Third St., Milwaukee 4, Wis. 





In business 


Passage of Kennedy’s housing bill likely 
to bring eventual building spurt 


An eventual spurt in low-cost and public housing and in 
urban renewal was in the cards this week after Con- 
gress passed Pres. Kennedy’s housing bill substantially 
unchanged. 

The bill, expected to cost between $5-billion and $9- 
billion over four years, eases the terms of regular FHA 
loans, allows 35-year loans on low-cost houses with 
small downpayments, expands home impovement loans, 
provides $2-billion for urban renewal, calls for 100,000 
public housing units, and seeks to spur housing for 
elderly people. 

Passage of the housing bill, following the higher mini- 
mum wage and aid to depressed areas, gives Kennedy 
three of his five “must” programs. Of the other two, the 
Administration still hopes to get aid for school con- 
struction at this session, while medical aid for the aged 
won't be attempted till next year. 


Rail piggyback scores over truckers 
as ICC upholds flat mileage rates 


The Interstate Commerce Commission has handed the 
railroads a major victory by upholding the legality of 
certain piggyback rates. Under these rates, shippers and 
forwarders who own their trailers, and those who own 
their own flatcars as well, have been charged flat mile- 
age fees regardless of the type of freight contained in 
the trailers. 

Common carrier truckers attacked these types of 
piggy-backing service as illegal because they ignore the 
freight classification principle. The truckers also alleged 
the rates are so low that they constitute destructive 
competition. The ICC held, however, that the rate- 
making principle involved is permissible and said it 
could find no evidence that motor common carriers are 
“in peril of destruction.” 


Industry hopes Publicker’s deal 
for U. S.-owned corn is one-shotter 


Publicker Industries, Inc., and the Agriculture Dept., 
under pressure from the White House, have concluded 
an agreement to substitute U.S.-owned surplus corn 
for Cuban molasses in the production of industrial 
alcohol. 

After two months of negotiation, the deal came to 
a speedy conclusion following Publicker’s importation 
of 2-million gal. of Cuban blackstrap molasses. When 
the first shipment arrived last week, Pres. Kennedy— 
with an eye on Fidel Castro—said: “This is not in the 
public interest.” 

Publicker gets 14-million bu. of deteriorated surplus 
corn at 64¢ a bu., over a 12-month period (support 
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price of corn averages about $1.20 a bu.). Publicker’s 


profit is limited to 2%. It agrees not to import Cuban | 


molasses for alcohol during the 12 months. 








The other major producers of industrial alcohol that 


use oil and natural gas as raw materials, hope this 
will prove a one-shot deal. Some feel the low price for 
corn gives Publicker an unfair advantage in raw material 


cost and fear Publicker as a result may be able to / 


increase its market share at their expense. 


Equitable Life to lend $31-million 
for St. Louis’ downtown redevelopment 


St. Louis’ tardy but now massive downtown redevel- 





opment plans got a big lift this week when Equitable © 


Life Assurance Society of the U.S. committed itself 
to a $31-million loan for construction of a 55,000-seat 
sports stadium and other facilities, including a motel 
and parking facilities. 

The loan is contingent on the raising of another 
$20-million and on approval by the city of a $6-million 
bond issue to relocate streets. 

Equitable says its loan is the biggest ever for a 
sports stadium. 


Congress committee votes funds to put 
government deeper in nuclear power 


A stronger role for the federal government in the pro- 
duction of nuclear power came closer this week. 

The Congressional Joint Committee on Atomic 
Energy voted $95-million to add 763,000 kw. of gen- 
erating capacity to a nuclear reactor under construc- 
tion at the AEC’s Hanford (Wash.) Laboratories. The 
reactor was originally intended primarily to turn out 
plutonium. 

The vote satisfied a request by Pres. Kennedy. But 
the issue still must be debated on House and Senate 
floors. It is controversial for the way it takes the federal 


government both into the power business in general | 


and into nuclear power in particular. 


Business briefs 


Aerojet-General Corp., big maker of rocket engines 
and missiles, this week consolidated two divisions into 
a major subsidiary to design and develop complete 
missile and space systems. The new Space-General 
Corp. will be housed in a $4-million plant to be built 
near Los Angeles. 


With $1.5-million interest payments due July 1 and 
its cash reserves depleted, the New Haven RR has 
again returned to the government for aid. This time 
it is asking for a $5.5-million loan under terms of the 
Defense Production Act. 
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_ Flying workhorse airlifts 80-foot power tower 


Nickel in alloy steels gives ‘copter 
transmissions extra strength for the 
toughest jobs 


This Sikorsky S-58 is carrying a prefab- 
ricated tower to a power line construc- 
tion project near Lynchburg, Virginia. 
After setting the towers in place, the 
copter saves time and money by help- 
ing to string wire from tower to tower. 

Again, these flying workhorses prove 
they can handle the roughest assign- 
ments. But pilots don’t want superla- 
tives or guarantees. They want to know 
without doubt that critical parts will do 


their job. That’s one big reason why 
nickel is alloyed into the S-58’s trans- 
mission shafts and gears. 


Nickel helps steel take the tremen- 
dous bending and twisting of a ’copter’s 
drive shaft under powerful shock loads 
and unusual conditions. 

Strength and toughness are only two 


properties that nickel imparts to alloys. 
It can help them withstand the intense 


heat generated by supersonic flight... 
or shrug off the intense cold of liquid 
helium. It also offers outstanding corro- 
sion resistance. 

When you have a metal problem, 
don’t hesitate to call us. Nickel or one 
of its alloys may provide the answer. 


THE INTERNATIONAL NICKEL COMPANY, INC. 
67 Wall Street Aneo, New York 5, N. Y. 


INCO NICKEL 


NICKEL MAKES ALLOYS PERFORM BETTER LONGER 








VITRO AT WORK—NO. 3 OF A SERIES 
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dee you name it! : 
Atlantic Missile Range (Cape Canaveral), Pacific Missile Range, Eglin Gulf Test Range, Wallops Island, | 
White Sands Missile Range—take your pick. Vitro electronics equipment is currently used in telemetry U 


systems on each. Also: Project Mercury, Centaur, Discoverer, Transit, and a host of other programs. w 
In fact, Vitro has supplied more telemetry receivers than all other manufacturers combined. Its position | 
in telemetry systems management/products stems from the ability to design and produce on time. This 
specialty of Vitro’s electronic competence is founded on experience, for where the utmost in exacting 
telemetry performance is demanded, Vitro is at work. 0 This is Vitro—1961. 
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Berlin crisis is 
sharpest test of 
Kennedy’s methods 


Labor-management 
committee faces 
clash on wages 


Union heads angry 
with Kennedy 
over wages 


Kennedy taking 
some knocks 


Washington outlook Bi! 


July 1, 1961 


The Berlin crisis puts the Kennedy way of running the Presidency under 
its severest strain. 

The next step for the U.S. is a formal reply to Khrushchev’s declaration 
that he wants the Berlin question settled this year. 

On the surface, Pres. Kennedy is using the system he has used before: 
multiple task forces, none with over-all authority. 

The appointment of Gen. Maxwell D. Taylor to the White House staff as 
military adviser will change the way the system works. 

Taylor’s appointment means a stronger voice for the professional military 
view and a lessening of the influence of the young intellectuals—headed by 
McGeorge Bundy—who have been Kennedy’s chief reliance in the White 
House to now. 

Taylor is cautious in his views of how military power should be used as 
an arm of diplomacy. On his past record, he can be expected to downgrade 
some of the psychological warfare ideas that have been knocking around 
the capital in recent weeks, such as mobilization at home or massive rede- 
ployment of fire power abroad. 

Kennedy, however, is still considering a wide range of U.S. moves and 
will make the final decisions himself. 

Kennedy is taking pains to stress that Taylor will not be responsible for 
operations. This is to soothe the feelings of the Joint Chiefs of Staff. But 
Kennedy feels the Joint Chiefs are too narrowly military to be of much use 
in the cold war. So they will lose standing. 

Taylor is not the official coordinator of cold war strategy, but he is closer 
to being that than anyone Kennedy has had near him. 


Kennedy’s Labor-Management Committee will be pulled directly into the 
red hot issue of wages and prices at its next meeting, now scheduled for 
July 10 and 11. 

Walter Reuther, head of the Auto Workers and a member of the com- 
mittee, expects some kind of statement urging restraint on wage and price 
increases to come before the committee. Reuther will oppose anything he 
believes will hamper his negotiations with the auto companies this summer. 

Kennedy hoped the committee would serve as a restraining influence on 
both union leaders and on businessmen seeking to raise prices. With a steel 
price increase in October under discussion, and Reuther winding up for wage 
negotiations, Kennedy may find out soon whether his hope was justified. 


Labor leaders are increasingly critical of Kennedy. 

They feel the Administration is unfriendly on the issue of wages. Reuther 
is described as particularly angry with Walter Heller, chairman of the 
President’s Council of Economic Advisers. 

A blast against Kennedy for linking wages and inflation was drafted by 
AFL-CIO economists this week. But moderates won Pres. George Meany’s 
support, and the statement was softened. 


The July Fourth holiday finds Kennedy’s program in some trouble after 


a series of successes in Congress. 
His spokesmen are in a last-ditch fight to save the essential parts of the 





Young Republican 
fire-eaters worry 
party strategists 


A footnote on 
political cross winds 


Kennedy puts 
Patman in box on 
credit commission 
hearing 





Washington outlook continued 


farm bill that went to Congress weeks ago and has been under attack ever 
since. An even more important political fight is going on over the school 
program. Kennedy’s leaders are trying to separate a proposal for aid to 
parochial schools for scientific class rooms from the general aid scheme 
for public schools. On the outcome depends any school legislation at all. 

Medical care for the aged still hasn’t got much steam behind it, although 
Kennedy placed it high on his list of important legislation. 

Two Kennedy proposals for reorganizing regulatory agencies have been 
killed. The House blocked a change in the Federal Communications Com- 
mission. Then the Senate rejected reorganization plans for the Securities 
& Exchange Commission, and its Government Operations Committee recom- 
mended rejection of plans for the Civil Aeronautics Board and the Federal 


Trade Commission. 


Key strategists for the GOP are a little shaken after last week’s meeting of 
the Young Republicans in Minneapolis, where college-age right-wingers 
almost ran away with the show. 

Richard M. Nixon, the party’s standard bearer last year, blocked a con- 
servative sweep backed by a group of party workers with Congressional 
and National Committee connections. 

A Nixon-type moderate, Len Nadasdy of Minnesota, was elected chair- 
man after a hard fight against a supporter of Sen. Barry Goldwater’s more 
conservative views. 

Nixon delivered a speech that was almost a lecture on the dangers of 
extremist views in politics. But it was Goldwater who obviously was the 


hero of the more youthful delegates. 


An example of the widely divergent ways that political signs are currently 
being read (BW—Jun.2461,p51) is found in the Minneapolis meeting. 

The right-wingers among the Young Republicans pushed through a reso- 
hition demanding that the present system of mandatory social security 
be ended. 

Two days after the Young Republicans ended their meeting, the Senate 
voted on a bill extending social security benefits. The vote was 90-to-0. 
Ten senators were absent, but nine of these sent word they would have 
voted “yes” if present. That would have meant 99 “ayes” out of a possible 
100. 

The single senator absent and silent on the issue was Barry Goldwater. 
The other Republicans, 34 of them, voted the same way as the Democrats. 


The White House and Rep. Wright Patman (D-Tex.), chairman of the Joint 
Economic Committee of Congress, got their wires crossed on the report of 
the Commission on Money and Credit. 

When the commission’s report was released last week, Patman rushed out 
a statement denouncing it as a “$2-million boondoggle.” 

Almost at the same hour, Kennedy was releasing a White House statement 
containing kind words for the commission’s findings. Without checking with 
Patman, Kennedy added that he hoped the Joint Economic Committee 
would study the report. 

Patman is taking his medicine. Staff director William Johnson is now 


drawing up an agenda for hearings. 
Contents copyrighted under the general copyright on the July 1, 1961, issue—Business Week, 330 W. 42nd St., New York, N. ¥. 
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So many good things serve you 
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MODERN CHAIRS 


better because of fiber glass 
(Johns-Manville Fiber Glass, that is!) 


Sturdy, weather-resistant playtime 
equipment... rust-proof gardening 
gadgets ... all kinds of protective 
headgear. There are thousands of 
intriguing, lightweight plastic prod- 
ucts that serve you better and last 
longer because they are reinforced 
with Johns-Manville fiber glass. 
The tough glass fibers produced 
by Johns-Manville for the reinforced 
plastics industry (available as fab- 


ric, roving and mat) are stronger 
than steel by weight...lend strength 
and exceptional durability to plastics. 

Perhaps you can improve your 
product—or develep new ones—with 


MERRY-GO-ROUND HORSES 














GARDEN HOSE REELS 
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REINFORCED WITH: 
Johns-Manville 
FIBER GLASS 
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Johns-Manville fiber glass textile 
materials. For information, write: 
J. B. Jobe, Vice-President, Johns- 
Manville, Box 14, New York 16, N.Y. 
In Canada: Port Credit, Ont. 
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Imagine! This wide variety of foods packaged 
in Avisco cellophane. And no wonder. Cello- 
phane is the only packaging film that gives 


proper protection to all these products and 
Ale 00 hundreds more. For cellophane is not merely 
a single film, but a family of films. 
f h ] There are many different types of Avisco 
(3s aS dq cellophane—each one tailored to meet a 


/ 3 
specific product requirement. For example, 
| fresh meats require an extra-tough film that 
k OU OOYS! preserves bloom. Tea demands retention of 
flavor and aroma. Corn needs a film that 
breathes. Potato chips need crispness reten- 
avor Ul, OO... tion. And flavored ices require a special 
extrusion coated cellophane. There are types 


of Avisco cellophane for all these purposes 
and many others. 


What’s more, only cellophane offers the com- 
bination of low initial cost, pure transparency 
and sparkle, superb printability and un- 
matched performance on packaging machines. 
The result? Total packaging economy. 


Get all these benefits in packaging your prod- 


a uct. Contact us for an appointment with 
yl Nd N S 0) our representative in your area or a selected 


cellophane converter specializing in your field. 


‘various types Ot Gar anuarceneponcones 
AVISCO 
( 0 AN AVISCO 


AMERICAN VISCOSE CORPORATION, FILM DIVISION, 
1617 PENNSYLVANIA BOULEVARD, PHILADELPHIA 3, PA. 
SALES OFFICES ALSO LOCATED IN ATLANTA, BOSTON, 
CHICAGO, DALLAS, LOS ANGELES AND NEW YORK. 
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Madison Avenue circles the globe 


As Free World markets and media expand, U. S. ad agencies 
set up outposts all over world, with Japan the 
latest field. Profits are alluring, but pitfalls are many 


Warlike competition for clients has 
long distinguished U.S. advertising 
agencies from their less aggressive 
counterparts abroad. Now Madison 
Avenue-style warfare threatens to 
break out on a global scale as U.S. 
agencies rush to establish outposts 
all over the world. 

This week, following a series of 
conflicting communiques, Young & 
Rubicam, Inc.—fourth-biggest U.S. 
agency—acknowledged that it has 
“informally associated” with the giant 
of Japanese agencies, Dentsu Adver- 
tising, Ltd. Until this year, only the 
largest U.S. agency, J. Walter 
Thompson Co., had been able to 
establish a Japanese office. Earlier in 
the year, the No. 3 U.S. agency, 
Interpublic, Inc. (formerly McCann- 
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Erickson), broke through by estab- 
lishing a joint venture with the 
second-ranking Japanese agency, 
Hakuhodo, Inc. Reports from Tokyo 
indicate that Far Eastern advertising 
will never be the same. 

Invasion of Britain. West End, the 
Madison Avenue area of London, has 
been taking on an increasingly Amer- 
ican tone. The three top U.S. agen- 
cies have long been established there. 
These three plus two other U.S. 
agencies, Erwin Wasey, Ruthrauff & 
Ryan, Inc., and Foote, Cone & Beld- 
ing, Inc., rank among the top 12 
British agencies in terms of billings 
—volume of advertising placed for 
clients. Batten, Barton, Durstine & 
Osborn, Inc. and Ted Bates & Co., 
Inc., have also acquired British agen- 


cies—BBD&O in 1960, Bates in 1959. 

This year Interpublic went a step 
further and acquired a second British 
agency, Pritchard, Wood & Par- 
teners, Ltd. Interpublic felt the move 
was necessary to achieve further 
growth abroad. Yet it couldn’t make 
it without violating advertising’s 
first commandment—against agen- 
cies handling competing clients. 

Significantly, Pritchard will have 
offices in the U.S., West Germany, 
France, Brazil, and Mexico. This 
prospective expansion highlights one 
of the important motives of U.S. 
agencies in overseas development— 
some of the larger foreign agencies 
(table, page 37) are expanding inter- 
nationally themselves. 

Thick and fast. Other similar U.S. 
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moves are coming thick and fast. 
This week Marsteller, Rickard, Geb- 
hardt & Reed, Inc., announced the 
formation of the first international 
agency, Marsteller, S. A., concentrat- 
ing in the industrial advertising field. 
A.C. Nielsen Co., Chicago-based 
marketing research firm, recently 
augmented its former ten-country 
foreign operation by establishing 
services in France and Japan. 


I. Why agencies go abroad 


Formerly, wherever U.S. agencies 
have traveled abroad, it has been to 
accompany a domestic client’s over- 
seas business. The Coca-Cola account 
carried McCann-Erickson all over 
the globe. The Ford Motor business 
eased the way for J. Walter Thomp- 
son in several countries. Once rooted 
abroad, however, the U.S. agency 
tends to pick up a lot of local ac- 
counts and business from important 
foreign-based international compa- 
nies such as the Nestle Co., Inc., or 
Lever Bros. Co. 

Now, U.S. agencies find so many 
clients and so much of their business 
involved in foreign affairs that the 
agencies are opening offices on a 
more speculative basis. A whole set 
of interrelated factors make these 
ventures attractive. 
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Multiplying markets. As the rest 
of the Free World has shifted from 
a postwar economy of scarcity to- 
ward an economy of abundance, it 
has retraced American experience in 
orienting toward marketing. 

Cartels and personal selling are 
giving way to free movement of 
goods and mass communication. 
Prosperity has created a sufficiently 
large monied class to make worth- 
while the use of mass communica- 
tions in each country to reach them. 
Further, associations of nations such 
as Europe’s Common Market and the 
European Free Trade Assn. are 
fostering the freer movement of 
branded goods, thus multiplying 
market potentials. 

Advertising’s growth rate abroad 
reflects these favorable growing con- 
ditions. In Germany during the last 
decade, advertising increased three 
and a third times as fast as gross 
national product. 

Media growth. Most importantly, 
advertising agencies find the media 
that carry their messages develop- 
ing rapidly. Of course, agencies will 
follow their clients right into the 
bush; Grant Advertising, Inc., has 
had a team studying opportunities 
among the Bantu of Africa for 
cosmetics maker Max Factor & Co. 
But advertising goes into high gear 
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only with the emergence of mass 
media. Says McCann-Erickson In- 
ternational’ Chmn. Sylvester _L. 
Weaver, Jr., “We can only go as fast 
as the media go.” A Thompson direc- 
tor, Samuel W. Meek, succinctly 
states, “Commerce follows communi- 
cation.” 

Most obviously, the rise of media 
has opened the way for advertising 
in the less developed areas. Asia, an 
English language Sunday newspaper 
supplement, will start publication 
this year with a circulation of 700,- 
000, in English language papers in 
many Asian countries. 

Less obviously, the European 
countries are breaking open new 
media opportunities. West Germany 
is strongly considering a fully com- 
mercial TV network, and Britain is 
thinking of adding a second commer- 
cial network. This is a sharp break 
with the European practice of mak- 
ing TV a government enterprise. 

Marketing changes. These dy- 
namically expanding market poten- 
tials have persuaded many clients to 
transform their marketing organiza- 
tions from U.S.-directed operations 
to decentralized local control. 

In the Common Market, regula- 
tions stack the cards heavily in favor 
of U.S. companies setting up local 
plants, with local management au- 
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tonomy. Local managers almost in- 
evitably prefer to deal with an adver- 


tising agency on the local scene. Millions of dollars 








Ways to operate. Increasingly, ad- Foreign Domestic 
vertisers are reassessing their form billings billings 
of agency operation for overseas 
selling. Basically, advertisers have U. S. agencies 1980 1959 1360 Rens 
three alternatives. They can operate J. Walter Thompson Co. ..... 120.0 101.0 250 1 
through: — ; Interpublic ..............3 102.0 73.0 250 3 

= The imternational agency with = Young & Rubicam ........./ 35.0(A) 30.0(A) 212(A) 4 
branches around the world; Erwin W 

= The American agency whose in- Paes Sere 
ternational department has working Ruthrauff & Ryan SUG ee lace ae 23.5 23:5 60 17 
relationships with a string of foreign Grant Advertising .......... 22.0(A) 59.6 32 34 
agencies; or Foote, Cone & Belding ...... 20.4 15.0 100 10 

Recognizing that this choice con atte Barton 

Cc : s choice con- ’ 
fronts many advertisers, last month Durstine & Osborn ....... 11.7 1.5 232 2 
the Assn. of National Advertisers de- Ted Bates & Co. cece seeeced 11.2 tee 119 ) 
voted a special workshop to the ques- Compton Advertising ....... 6.0 nin 80 15 
tion. Most of the conferees consid- iat ji 
ered the U.S. agency using foreign 
correspondents to be the least de- PB ce 
sirable approach. They objected that Top foreign agencies ’ Area of 
it made communication less direct, 1598 aperetane 
and involved extra expense when the a Rn cs ore ee 148.6...... FarEast 
U.S. agency must split its commis- S. H. Benson, Ltd. (London)............ —767..... Britain 
sion with the foreign agency. Usu- London Press Exchange (London)........ ae... Britain 
ally this results in a higher charge : 
in the ativentiones Colman, Prentis & Varley (London)...... ses... Worldwide 

Marsteller says it “considered the Hakuhodo, Inc. (Tokyo)............-..9 mae .... Far East 


traditional pattern of setting up 
affiliates on a split-commission basis. 
We felt we could not honestly tell 
clients it was in their best interests.” 


Il. Pitfalls and profits 


Clearly the path of the future 
points abroad for U.S. agencies— 
but it contains some treacherous pit- 
falls. Buying out an existing agency 
offers the fastest route, but fre- 
quently the most hazardous. It can 
offend local pride and arouse gov- 
ernment suspicion. 

From the U.S. agency’s stand- 
point, there’s a question as to just 
what it’s acquiring. An agency’s true 
assets are its personnel and its roster 
of clients. Both can slip away quickly 
after an acquisition. 

To get around these problems, 
U.S. agencies have been tending to- 
ward setting up joint ventures with 
existing agencies. 

Costly. Instead of buying an 
agency, the U.S. agency can set up 
its own office abroad. Young & Rubi- 
cam, noted for offering clients a 
wide array of marketing services, 
won't go into « country unless it can 
provide this tull service there. But 
this is costly. Y&R Chmn. Sigurd S. 
Larmon views the “explosive” expan- 
sion of the north Italian economy as 
offering excellent potential for an 
office. But this would call for an in- 
vestment of about $3-million, he 
estimates. 

This might not seem insurmount- 
able for an agency that bills $247- 
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*excludes billings of overseas subsidiaries in which Benson has minority interest 


Data: Advertising Age 


million a year, in addition to a sub- 
stantial fee income. But for agencies 
in general, profits have been dipping 
to 1% to 2% of billings, which doesn't 
leave much for investments. 

Financial changes. Further, an 
advertising agency is not well de- 
signed for capital investment. Most 
are incorporated, but they are al- 
most uniformly closed corporations 
with stock ownership limited to ac- 
tive employees. An agency, with its 
high personnel and client turnover, 
doesn’t rate as a prime loan risk. 

The inducements for foreign ex- 
pansion may well lead to a radical 
change in agency capitalization, with 
public stock issue a strong possibil- 
ity. For the established international 
agency, the overseas profit rate can 
run higher than in the U.S. Thomp- 
son, with 4,000 of its 6,000 employees 
located outside the U.S., figures it 
has offices in countries with 85% of 
the Free World’s purchasing power. 
It considers overseas business more 
profitable than U.S. business. And, 
it’s understood, its overseas business 
is growing faster—up 20% over last 
year. 

Local color. The U.S. agency 
abroad tends to take on local colora- 
tion, even while its activities grow to 
resemble New York’s. Though most 
countries lack a trained pool of 
agency personnel, the international 
agency strives to develop them. Thus 
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Y&R’s Frankfurt office has five 
Americans on a staff of 75, its Lon- 
don office three on a staff of 370. 

The U.S. agency abroad tends to 
perform a broader range of services. 
Most countries have not yet de- 
veloped the spectrum of marketing 
service companies—rating services, 
marketing researchers—that exist in 
the U.S. Much basic information is 
lacking. Agencies frequently have to 
make their own compilation of the 
most basic commercial statistics. 

Bulge in rates. These extra tasks 
and the smaller media charges 
abroad have caused agency rates to 
bulge out of the traditional U.S. 
15% system. Agencies contend that, 
though ads take the same creative 
effort, commissions on foreign media 
run lower than in the U.S. because 
these media, with lower circulations, 
charge lower rates. 

These pressures are pushing 
agency charges up abroad. Thomp- 
son says it is holding the line at 
15%, but concedes it often charges 
extra for services it would include in 
the U.S. Interpublic says it is work- 
ing up toward a 20% commission. 
Marsteller, in what may set a pattern 
for industrial agencies, says flatly it 
cannot work abroad on 15% of 
the often trifling advertising rates 
charges by overseas industrial media. 
It will work exclusively on fee con- 
tracts abroad. End 
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Magazines with the book look 


Hardback periodicals, such as those in the picture, 
are doing well despite the narrowness of their markets. 
Their high prices don’t seem to scare readers away 


Guns, history, the arts. The four 
books pictured at right seem at first 
glance to have little in common ex- 
cept a strong family resemblance, an 
air of sumptuousness. Yet they do 
share certain characteristics, which 
marketers might ponder. 

All are examples of that late- 
blooming hybrid group, the hard- 
back periodical. Only one, Art in 
America, takes advertising. And, for 
all their difference in subject matter, 
their appeal is essentially similar: 
that of a small luxury, in a format 
that spells prestige to the owner; a 
luxury directed, it would seem, to a 
relatively narrow group of readers. 

In their youth. The books in the 
picture are all quite new. American 
Gun just got started last winter. Art 
in America, though it dates back to 
1912 as a conventional magazine, 
has been in hard covers only three 
years, about the same time as Hori- 
zon. American Heritage, biggest in 
circulation, started in 1954. 

For all their youth, these publica- 
tions point to an interesting aspect 
of today’s market. In a prosperous, 
populous economy, a product with 
an apparently narrow target may 
find that target popping up all over. 

Books or magazines? The hybrid 
nature of these publications con- 
fuses the picture a little. James Par- 
ton, publisher of American Heritage 
Publishing Co., Inc., which puts out 
American Heritage and Horizon, 
makes the point that these volumes 
can hardly be rated as luxuries if 
you consider them as books, and 
handsome books, at that. A Heritage 
subscription costs $15 for six issues. 
Horizon has recently gone up to 
$21; a single copy sells for $4.50. 

Yet such rates undoubtedly put 
them in the high-priced range, if you 
consider them to be magazines. Art 
in America, now $10, will go up to 
$12 in the fall. Herb Glass, co-pub- 
lisher with Larry Sheerin of Ameri- 
can Gun, frankly brags that this is 
the most expensive magazine in the 
country, at $18 for four copies, or 
$6 a single copy. 

Lots of fragments. The circulation 
figures present similar confusion. 
Smallest is Art in America, with 
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18,000 subscribers; American Gun 
has reached 25,000; Horizon runs at 
about 165,000; American Heritage at 
330,000. Even these highest figures 
are modest for magazine circulation. 
Yet, as book sales, they represent a 
volume a trade publisher might 
envy. 

However one considers them, the 
trick in each case is to reach a par- 
ticular fragment of a market, scat- 
tered as it is, and do it profitably. 


1. The market 


Before the war, says Parton, 
American history was in the dol- 
drums academically, still under the 
spell of the debunking period that 
started in 1929. But after World War 
Il, attitudes changed. The cold war 
jolted people into a new patriotism. 

Parton himsclf had been a history 
buff from away back. In the early 
1950s, he stumbled across the Ameri- 
can Heritage Quarterly, published 
by the American Assn. for State & 
Local History, with a circulation of 
about 10,000. 

Another group, the Society of 
American Historians, had _ raised 
some money for a pilot project to 
revitalize the publication. Parton 
formed a new company in 1954 and 
took over the project, with the two 
professional societies as ideological, 
though not financial, sponsors. 

American Gun, too, grew out of 
the interests of the publishers. Glass, 
an expert in antique firearms, got 
the idea when his own book, Fireside 
Book of Guns, made a hit. With the 
backing of Sheerin, a Texas rancher 
and sportsman and president of the 
Texas Gun Collectors Assn., he 
formed Madison Books, Inc. 

Special interests. The heads of 
both concerns were confident that 
there was a broad market for their 
special interest. “American history 
has a broad appeal,” Parton argues. 
Glass sees any number of ways into 
his apparently narrow subject: from 
the historical angle, the hobbyist’s, 
the sportsman’s, the hunter’s, the 
firearms specialist’s. 

Statistics back up Glass’ optimism. 
Some 16-million people in the U.S. 


have hunting licenses. He estimates 
there are maybe 4-million to 5-mil- 
lion others who don’t hunt yet buy 
guns for their collections. 

So far, experience indicates that 
the market is as varied as the pub- 
lishers supposed. It is part of the 
whole latter-day culture kick the 
U.S. is riding—and there’s an un- 
doubted element of snob appeal in 
the market’s reaction. Subscribers to 
American Heritage and Horizon 
range all over the lot. Yet there are 
differences. Women and doctors go 
for Horizon. Lawyers like American 
Heritage. So do children—to whom 
Horizon has less appeal. 

American Gun made a survey of 
some 6,000 of its readers after its 
first issue. “The only common inter- 
est we could isolate,” Glass says, 
“was the Civil War buffs.” Sur- 
prisingly, even at $18 a subscription, 
the subscriber’s income seemed to be 
no factor. The survey indicates that 
40% of American Gun’s readers fall 
in the under-$6,500 income bracket. 


Il. Getting there 


Launching such projects takes 
some doing—and some money. It 
was a basic tenet of the publishers 
that their volumes would seek to 
have permanent interest, as good 
books would have. That was a prime 
factor in the decision by American 
Heritage and American Gun to carry 
no advertising. 

Parton frankly doubts he could 
have gotten advertisers at the start, 
anyway. Glass is confident he could, 
that major advertisers would bring 
in $25,000 to $30,000 per issue. “But 
we would lose subscribers,” he says. 
The reader survey confirmed this 
judgment. Almost to a man, they 
voted for no advertising. Glass feels 
there may be a way around this 
stricture, perhaps by separate adver- 
tising sheets with each volume. 

Art in America takes some ads, 
but doesn’t hope to cover costs from 
this source. Most of the advertising 
is by art galleries. 

Budgeting. American Heritage 
started with a limited budget, only 
$64,000. It could and did buy some 
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mailing lists as a starter. But it had 
to promote heavily to find its buyers. 
The first summer, it spent $50,000 
in promotion. American Gun, with 
heavier financial backing, spent 
about $250,000 on its initial promo- 
tion. Glass figures that it costs an 
average of $20 to get a new SIS 
subscription. 

Both concerns used the gimmick 
of special prices to “charter mem- 
bers.” But, says Glass, his magazine 
quickly discovered that price was 
not a major factor, It made two test 
offerings: half at $15, half at $18. 
The difference in returns: one sub- 
scriber. 

Companion book. American Heri- 
tage caught on fast. Its first issue 
was a “runaway success,” Parton 
says. The first) $50,000 promotion 
outlay brought in a pool of hun- 
dred subscribers, got the book over 
the hump. But the company felt that 
American Heritage was limited in 
subject matter. 

“We needed to grow,” Parton 
says, “and we would rather grow 
by creating products than buying 
them.” Horizon, “The magazine of 
the arts,” was the result. 

Even before Horizon, American 
Heritage had branched out into 
books, one volume a year, to broaden 
its base. Each represents at least a 
$l-million investment. The latest— 
the American Heritage Picture His- 
tory of the Civil War—has sold may- 
be 340,000 copies at $19.95. This 
yon. Horizon is putting out its first 
00k, the Renaissance. 

It has found other sidelines. It 
offers a children’s series, sold at book 
stores and through a book club. Next 
year, Horizon will start a children’s 
series. And the company has a 
licensing arrangement with toymaker 
Milton Bradley Co. to use the Ameri- 
can Heritage name on toys. 

American Gun, too, expects to 
branch out into books. 

Profits and problems. Both Ameri- 
can Heritage and Horizon are well 
past their breakeven point. The com- 
puny has shown a good profit for the 
last four years, Parton reports. Total 
sales will be around $10-million this 
year, up 40% from last year. 

Glass estimates that American Gun 
should turn the profit corner at about 
32,000, Art in America should be 
profitable by next year. 

The toughest problem, Parton 
says, is to break out of the strait 
jacket of mailing lists in getting new 
subscriptions. Good new lists are 
liurd to come by; some of the best 
an't for sale. Recently, though, 
Heritage tried an ad in a general 
mazazine for the first time. Response 
Was so good Parton feels he may 
have found an effective way to grow. 


BUSINESS WEEK July 1, 1961 


DI IPME SS YD 


“9 


- 


ee cad ee 
‘ 


LAM ERIC \N eee 


HERVIAGE 


MeliLaty vee 


LET ORT RN: 


r 


POE PPT IAL OLE IEE OEE ET EF PAT UTS WE 


DN ed Beli Seas Ga 


we 


rite 


z 


SRY 





he js ig. 





° ow te, a7 
—— rPeopi? A, 
~~ « 
am: a . a. += *%, ‘ “s° 
ae “ ‘ ” med ‘fre, oh 


~~ . Ld .* - . 
See eninge My det 


4 oanls~.% ?& me + 
ae, OM, lake Sat Bt ae —* 
S Sa eT an ee 

> “eo ro 


- 
‘es # 
pda a jays . 


TS hag. a 
ad Lg OPO ite ret 2) 
Books or magazines? However you define them, they are finding a market. 
American Heritage (rear) is the oldest of these, dating froa 1954; Horizon is its 
stablemate. Art in America takes ads; American Gun costs $18 for four issues. 
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Trucks try a new way 
to supercool cargoes 


Merchants Refrigerating Co. says liquid nitrogen system is 
ultimately less expensive than other methods 
and solve problem of frozen food spoilage during transit 


The thick fog rolling out of the de- 
livery truck below signals what may 
very well turn out to be a milestone 
in refrigerated transportation: 

* It shows the first commercial 
use of liquid nitrogen as a truck re- 
trigerant, and could easily create a 
nationwice demand for hundreds of 
thousands of tons of the liquefied 
gas per year. 

® [t represents a practical solu- 
tion to one of the knottiest problems 
plaguing the giant frozen food and 
ice cream industry—spoilage losses 
that naturally result from the thaw- 
ing and refreezing process during 
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Delivery stop presents no spoilage prob- 
lem for one of 16 liquid nitrogen- 
cooled trucks of Howell Trucking Co. 
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long haul transit and local delivery. 

Simple method. The method 
couldn't be simpler. Liquid nitrogen 
packs a lot of cold into a small space. 
Its boiling point is a cool 320F below 
zero, and when it expands into gase- 
ous form—the gas is nontoxic and 
inert—it absorbs a lot of heat. The 
cooling system on the truck below 
consists simply of a well-insulated 
tank, a valve controlled by a thermo- 
stat, and a pipe to distribute the ul- 
tracool liquid. When liquid nitrogen 
is nanos. yrnad the nie cargo, the 
temperature drops almost instantly. 

The first permanent liquid nitro- 
gen truck cooling system went into 
operation last week in conjunction 
with a new $7-million frozen food 
warchouse put up by Merchants 
Reizigerating Co. in Secaucus, N. J. 
Merchauits’ transportation subsidiary, 
Howell Trucking Co., has 16 i 
sporiing nitrogen cooling. 

Brainchild. The system is the 
brainchild of Arthur N. Otis, Mer- 
chants board chairman. Back in 1958, 
Otis heard about experiments using 
liquid nitrogen to supercool large in- 
uaesed crates of frozen foods so 
they could be shipped long dis- 
tances without further attention. He 
thought the technique might have 
possibilities in cutting spoilage in 
multi-stop truck deliveries as well as 
in long hauls, so he took the idea to 
Linde Co., the gas producing sub- 
sidiary of Union Carbide Corp. 

Linde engineers went to work on 
the idea and the first commercial 
units were delivered to Howell 
Trucking last February. They per- 
formed well in New York City de- 
livery tests, so Otis ordered a perma- 
nent installation of liquid nitrogen 
dispensing equipment for his big 
warehouse in Secaucus. 

News of the new_ refrigerating 
technique has seeped out slowly. 
The Howell trucks don’t look much 
different from ordinary vans. So far, 
manufacturers of mechanical refrig- 
erating units for trucks aren't par- 





ticularly worried. But they might be 
if they took a close look at the 
enthusiasm at Linde and other pro- 
ducers of liquefied gas. Air Recue- 
tion Co., Air Products, Inc., National 
Cylinder Gas Div. of Chemetron 
Corp., and LiqueFreeze Corp. of 
America are among the larger com- 
panies working on refrigesation sys- 
tems based on liquid nitrogen. 

Out in front. Linde appears to be 
well out in front, however, and even 
has branded its system Polarstream, 
The company has already run tests 
on coast-to-coast truck shipments, 
claims its system has crossed the con- 
tinent with only two refillings of 
liquid nitrogen, compared to twice- 
a-day refillings for ice-cooled trucks 
and frequent inspections of mechani- 
cal systems. 

One of the most important tests 
will come later this month, when 
Linde and the Railway Express 
Agency will piggyback special nitro- 
gen-cooled truck trailers cross coun- 
try. Others are experimenting with 
nitrogen-cooled railroad cars. 

Advantages. Nitrogen coolin:: has 
a good many practical advantages, 
even though right now it’s still more 
expensive than mechanical refrigera- 
tion systems. Direct costs compari- 
sons between Howell's 16 nitrogen- 
cooled trucks and the balance of its 
fleet of 65 vans showed that cooling 
costs for each van ran about $7 per 
day for mechanical _ refrigeration 
compared to $9 to $10 per day for 
nitrogen. But Howell thinks it is get- 
ting a net saving despite the $2 to $3 
cost differential. 

According to W.R: Lockwood, 
Howell general manager, mainte- 
nance costs are virtually eliminated 
along with load spoilage costs. Since 
the system is leased from Linde, 
there’s a saving of about $3,000 in 
capital costs per truck. Furthermore, 
because a nitrogen-cooled truck does 
not need cold air circulation space, 
it can carry more. 

Ample supply. There's a possi- 
bility, too, that if nitrogen freezing 
catches on widely, the cost of liquid 
nitrogen will come down, just as the 
cost of oxygen dropped as tonnage 
demands grew in the steel industry. 

Actually, the availability of liquid 
oxygen and liquid nitrogen go hand 
in hand. Both are atmospheric gases, 
and are considered co-products in 
gas liquification plants. 

But there isn’t nearly so much de- 
mand for nitrogen as there is for its 
more reactive co-product, oxy gen. 
Its main uses are as a cleaning agent 
in laboratories, for testing and shrink 
fitting metal parts, and other rela- 
tively specialized, low-volume jobs. 
In effect, there's a surplus of nitro- 
gen, now. End 
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All of these recently built churches have — 
frameworks of Bethlehem structural steel. 
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: | 1 billion for new churches in 1961* 
re, And many, like these, will be built with steel . . . for the ages 
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STEEL IS VIRTUALLY INDESTRUCTIBLE. Steel framing 
can’t lose its strength over the years. It can’t shrink . . . warp 
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id . sag... orrot. It can’t burn. And termites can’t chew on it. 
nd | STEEL IS ADAPTABLE... STRONG. Architects can de- 
‘i ! sign in structural steel to achieve almost any architectural 
" form. And steel’s great strength permits the spanning of long 
S, distances with no need for interior supporting columns. 
" STEEL SPEEDS CONSTRUCTION. Your local fabricator 
b- : delivers the steel ready to go into place. Even a large building 
ts can be framed in a few days. This saves construction dollars, 
. | and allows all the other trades to get to work quickly. 

k i It took just 5% days to erect 115 tons of Bethlehem 


structural steel for the dome of this church in California. 


*The U. S. Department of Commerce, in its publication 
Construction Review, estimates a $1,075,000,000 outlay 


for new construction of religious buildings in 1961. 















BOTTLES THAT NEVER LEAK. 

Until now, many oils, solvents 

and petroleum products couldn’t 

be packaged in plastic containers 

—they broke down and leaked. 

Now, bottles of BFG vinyl can 

store these mixtures indefinitely, BASEBOARD CARRIES WIRING. This baseboard 

also eliminate rust and corrosion. made of rigid Geon vinyl is a durable, attractive 
trim—also a convenient insulating channel for 
electrical circuits, TV and telephone wire. 


HEAT RESISTANT HANDLES. FABRICS WITH SPRAY-ON DESIGNS. Apply 
B.F.Goodrich Chemical’s newest plas- swirling Geon vinyl to fabrics, and create 
tic, hi-temp Geon vinyl, may soon unique designs. The process eliminates ex- 
impart new color and ruggedness to pensive, cumbersome engraved rolls, creates 
kitchen utensils. And handles can be a surface that can even be washed and dry- 
molded by a simpler, faster process. cleaned without design damage. 


What can you make from that colorful whirlpool of B.F.Goodrich Geon 
vinyl? A whole kaleidoscope of advanced products: everything from soft- 
textured toys to rugged corrosion-taming industrial pipe. 

Consider BFG Geon for your product; it stands up where other materials 
fall down: among the more than 100 variations of the basic Geon resin are 
vinyls that resist abrasion, impact, heat, cold, chemicals, sunlight. You can 
compound Geon in any color you wish—and choose the formulation that 
exactly matches your manufacturing and performance specifications. 

B.F.Goodrich and its associated companies are now the world’s largest 
producers of vinyl resin. They also offer a host of other advanced plastic, 
rubber and chemical raw materials—and 
a full staff of application engineers. 

For more information, write 

President’s Office, B.F-Goodrich -* 

Chemical Company, 3135 Euclid B EGoodrich 
oP 


Avenue, Cleveland 15, Ohio. 





B.F Goodrich Chemical Company 








IN TUNE 
WITH BANKERS 
AND BUSINESSMEN —_ 


Home and abroad...the Irving offers 
complete worldwide services for Business, 


Banks, and Individuals ... everywhere 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $150,000,000 Total Assets over $1,750,000,000 
GEORGE A. Murpuy, Chairman of the Board WILLIAM E. PETERSEN, President 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Russia reshuffles its science 


Moscow conference is told of new moves to exorcise old 
devils of duplication and the failure to 
translate discoveries into production techniques 


The Soviet Union is again overhaul- 
ing its gigantic scientific research 
and development program, in the 
fear that its results are not keeping 
pace with soaring costs. And an 
early victim of sharp governmental 
pruning is likely to be the “pure” 
researcher. 

Last week the Soviet scientific 
world got the word on what is to 
come, at least in rough outline, at 
the All-Union Conference of Scien- 
tific Workers in Moscow. To no- 
body’s surprise, the 2,000 assembled 
scientists unanimously endorsed the 
government's plan to give major 
planning responsibility to a new 
state committee for coordination of 
research, and to trim some of the 
fat off the Academy of Sciences. 

The conference also heard some 
startling frank talk on what ails 
Soviet science. Here’s a sampling of 
the government's complaints: 

« Last year’s plan called for in- 
troducing new technology in 891 
projects. But the process was com- 
pleted in only 64% of the projects; 
in 10% it didn’t even get started. The 
reason for the failure to meet the 
schedule, allegedly, was research. It 
simply wasn’t available in time. 

* Soviet chemists for years have 
been able to synthesize stereo-regu- 
lar polyisoprene rubber, whose prop- 
erties are close to natural rubber. But 
Russia is lagging behind the U.S. in 
organizing production of it. 

® The planners say there is “a seri- 
ous lag in research on semiconduc- 
tors and other fields of radio elec- 
tronics,” despite the Soviet claim of 
having evolved a new principle for 
using semiconductors as non-linear 
capacitors way back in 1954. 

# Automation is being retarded by 
lack of coordination among the de- 
signers of plants, machines, and con- 
trol systems. 

® Duplication of effort is rife. A 
hundred different organizations are 
working on the direct conversion of 
heat into electricity. One hundred 
and fifty establishments are design- 
ing digital programing control sys- 
tems for automation, yet the ma- 
jority of them are concentrating on 
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computers little different from exist- 
ing models. 

# Scientific instruments 
scarce and unreliable. 

Same old bugbears. Admittedly, 
Soviet science’s worst troubles are 
the same ones that have plagued it 
for years: duplication of effort, lack 
of coordination between related 
projects, and the lag in translating 
scientific advances into production 
techniques. 

But there's an _ added _ starter 
among the problems. Strange as it 
may seem to awe-struck Western ad- 
mirers of Soviet scientific training, 
the Russians are having trouble 
picking and training young scientists, 
and fitting them into the main re- 
search patterns. M. V. Keldysh, new 
president of the Academy, came up 
with an unusual statistic: Of the 
4,000 scientific doctorates awarded 
in the past 10 years, fully half went 
to people who were more than 50 
years old. In the future, Keldysh has 
called for the training of scientists 
“no older than 30 to 35” for inde- 
pendent research. 


remain 


I. The split personality 


When the Communists came _ to 
power, they bought two contradic- 
tory trends into the long, distin- 
guished continuity of Russian science 
—the Academy itself was founded 
by the Tsars in 1725. One sector of 
governmental thought saw no place 
in the Soviet system for pure re- 
search—as distinguished from ap- 
plied work. The other group felt all 
kinds of research could contribute 
to material advancement. 

At first, the Kremlin demanded 
that scientists concentrate on work 
with a quick payoff for industry. 
Since the Academy was the citadel 
of fundamental work, it was es- 
tranged for a decade from the gov- 
ernment. 

Late in the 1920s, the first five-year 
plan imposed real controls on the 
Academy, orienting some of its work 
toward industry. By 1934, the Acad- 
emy had been moved from Lenin- 
grad to Moscow and a section was 





grafted on to handle technical—or 
applied—science. 

In some nooks and crannies, the 
old Russian love for basic research 
persisted. Thus it is said that nuclear 
research got off to a running start in 
the 1930s precisely because it was 
tucked away in the people’s com- 
missariat of heavy industry, and not 
in the tightly reined Academy. 

Proliferation has been a hallmark 
of Soviet science. The Academy 
grew to have more than 2,000 insti- 
tutes under its wing, some of them 
agricultural and industrial labs. Out- 
side the Academy’s jurisdiction there 
was an equally lush growth. Until 
1957, Soviet industries were run from 
Moscow as separate empires. Virtu- 
ally every ministry and department 
set up a network of labs and design 
bureaus, with immense duplication. 

Something tidier was sought four 
years ago, when the all-union min- 
istries were broken up, with eco- 
nomic decision-making—and control 
of the labs—decentralized to the re- 
publics and regional councils. But 
the Kremlin has discovered that its 
left hand still doesn’t know what its 
right hand is doing. The new local- 
ism, plus poor coordination, has 
merely replaced an old ill. 

Fragmentation goes on merrily. 
The Academy and its affiliates at the 
republic level have their own net- 
work of research institutes. Gosplan 
—the state planning committee—has 
some institutes of its own, while 
others are under the wings of re- 
gional economic councils, educa- 
tional institutions, and industrial 
enterprises. Keldysh says morosely 
that “there has been no single coor- 
dination in most of the research work 
being done.” And he bewails failure 
to take research results into account 
in planning practical applications. 

Efforts had been made to correct 
this. The Academy in 1958 was ac- 
cused of bogging down in special- 
ized, applied work, and was ordered 
to concentrate on such specific fields 
as nuclear physics, the physics of 
transistors, automation, petrochemis- 
try, and microbiology. 

To coordinate research cutting 
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Clark Controls efficiently direct movement of 
steel in this giant new heat treating furnace 
installed at United States Steel’s Homestead, 


‘Pennsylvania, works. 
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Better traffic control 
for the Automation Highway 


Some people believe that automation restricts flexibility. Not so 
with those whose production is governed by Clark electrical 
control equipment. 

Take the steel industry’s new Drever high-output plate heat 
treating furnaces. The Clark-engineered drive system for plate 
propulsion gives operators positive control of travel. Twenty-ton 
slabs move forward, backward, accelerate and decelerate on 
command. Speed-matching of rollers permits processing several 
plates at a time. Adjustable speed control makes exit possible 
with minimum heat loss. 

Clark is proud to have been selected by Drever to take com- 
plete responsibility for the electrical drives and controls on these 
highly flexible, automated furnaces. We would like to work 
with you, too, in integrating power and control for your produc- 
tion highways. Just call the nearest Clark sales office, or write: 


61A2 


|ARK CONTROLLER COMPANY 


WESTERN PLANT: LOS ANGELES, 58 
IN CANADA: CANADIAN CONTROLLERS, LIMITED, TORONTO, ONTARIO 


MAIN PLANT: CLEVELAND, 10 «+ 
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across several fields, councils were | 
set up in specific cases. Thus the| 
council on strength of materials 
successfully coordinated 150 estab- | 
lishments. But most of the 80 coun- | 
cils are still at the doodling stage. 


ll. The panacea of planning 


The centralization-loving Russians 
believe there is nothing wrong with 
their scientific program that bigger 
and better planning can’t cure. Just 
for a starter, Keldysh was named to 
succeed A.N. Nesneyanov as head of 
the Academy. 

This time, a major change of re- 
search emphasis was also made. The 
Kremlin abolished the state scientific 
committee—responsible for  intro- 
ducing new technology—and _re- 
placed it with a new state committee 
for the coordination of scientific re- 
search, with much broader responsi- 
bilities than Western reports have 
indicated. 

The new approach was cautiously 
spelled out at the Moscow confer- 
ence, and described as including 
research projects at three different 
stages: 

# Major projects of economic im- 
portance that have reached the ex- 
perimental design stage, such as 
automation, polymer applications, 
gas turbines, and metals and alloys. 
Institutes, designers, factory labs, 
and experimental plants will be co- 
ordinated on _ particular _ projects, 
with tasks assigned right through to 
completion. 

" Key long-range investigations 
that have progressed to the point 
where the problem can be defined, 
such as thermonuclear fusion and 
the direct transforming of heat into 
electricity. Here over-all planning 
will carry through up to but not in- 
cluding the factory stage. Keldysh 
foresees parallel research in cases 
where more than one road to the 
goal is indicated, with “creative com- 
petition” as a spur. 

* Fundamental research, to be 
channeled by the dictates of the 
“logic of development.” The Rus- 
sians say it is impossible to forecast 
discoveries in this area, but detect 
trends toward such spheres as high 
energy physics, polymer chemistry, 
and nuclear and solid state physics. 

The Academy itself is expected to 
continue both fundamental and ap- 
plied work, but only in the more 
important fields. Half of its institutes 
will be turned over to industry. 

Long-term. There will be no short- 
term planning of research, the con- 
ference was told by Deputy Premier 
Alexei Kosygin, a top man in Krem- 
lin planning. Projects will be laid 
out right through to completion, 
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with the needed material and finan- 
cial support. 

Several steps will be taken to 
bolster scientific manpower. Teach- 
ers will get leaves of absence to do 
research; young scientists will get 
time off with pay for graduate work; 
at least two years of practical pro- 
duction work will be a requirement 
for full-time graduate study; some 
1,000 full-time research jobs will be 
created for faculty members now 
doing important study. 


lil. Why all the fuss 


A look at the past seems to indi- 
cate that the reshuffling of Soviet 
science will leave it still enmeshed 
in most of the same old organiza- 
tional difficulties. So why all the fuss 
now? 

The answer is simple: Very long- 
range plans for industry will be a 
major item at the big party congress 
the Communists will stage in Oc- 
tober. Obviously, the Kremlin wants 
to create at least the appearance that 
it has mastered the chronic failings 
of Soviet science. 

Beyond that, the Kremlin is genu- 
inely worried over the cost of its 
scientific effort. According to official 
Soviet figures, the government is 
spending about four times as much 
today on scientific research as it was 
a decade ago. And further increases 
in outlays are likely. 

Penny-pinching is likely to hit the 
pure researchers first and hardest. 
Kosygin spoke of “the unjustified 
multitude of projects”; Keldysh said 
allocation would be increased only 
“jn proportion to the economic effect 
derived from the results of the 
work.” 

How Good? The conference put 
frightening emphasis on the total 
dedication of the Soviet state to sci- 
entific progress. However, it did not 
prove that such centrally directed 
efforts are as effective in all fields 
alike. 

In any case, the Russians are de- 
termined to continue their old prac- 
tice of mending their failures by bor- 
rowing or buying from the West. 
That emerged from the party cant in 
these words of Kosygin: “We mustn't 
forget that in the leading capitalist 
countries science and te chnology are 
advancing rather quickly despite all 
the antagonisms that are tearing the 

capitalist world apart.” 

That speech, incidentally, was 
made just before the arrival of a 
U.S. delegation to discuss cross li- 
censing of patents. He told the sci- 
entists that effort and time could 
be saved by buying Western inven- 
tions. In turn, he said, Soviet pat- 
ents could be sold to the West. End 
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PANELESCENT® ELECTROLUMINESCENT PANELS 
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readout displays- 
new economy, too!’ 


L_/ 


If data-display machines play an important role in your business activity, here’s 
how Sylvania electroluminescent readout panels can improve your firm’s competi- 


tive position. For the user: they speed up readability, “slow down” maintenance 
costs. For the manufacturer: they reduce equipment costs, enhance styling to put a 
possessive gleam in your customer’s eye. 

Panelescent El readouts are exceedingly thin, flat and reliable solid-state devices. 
They lend themselves readily to very compact, attractive displays. Not subject to 
sudden failures, they can be maintained on a planned (rather than emergency) 
basis. Power requirements are negligible, circuitry is relatively simple. Economies, 
therefore, are substantial. As for their life span, tests to date indicate they'll put in 
a full 40-hour week for two years before retirement. 


Immediately available are styles that produce the complete English alphabet, 0-9 
numerics and selected symbols, 4” to 4” high. A variety of other patterns and sizes 
are available for your specific needs. A wide range of crossed-grid panels with 
resolutions as high as 50 lines per inch are in stock and available now. 


If you’re manufacturing (or using) cash registers, calculators, tote boards, dispatch 
boards, adding machines, digital voltmeters and other measuring equipment, you'll 
find the free booklet, “Sylvania Electroluminescent Display Devices,” extremely 
informative. If you’d like extra copies for your engineering staff, just note the 
quantity needed on the coupon below. 















@Panelescent is a Registered Trademark 


SYLVANIA ELECTRIC PRODUCTS INC. 
Electronic Tubes Division 

Dept. EL, Buffalo 9, N.Y. 
Please send me __copies of your booklet 
(number) 

“Sylvania Electroluminescent Display Devices.” 
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GENERAL MOTORS | 
SeINSTITUTE 





President of General Motors Institute is Dr. Harold P. Rodes. 


and living expenses, a total of about 
$1,900. 

A high school senior applies to 
either a GM plant or to GMI, which 
will turn his name over to a prospec- 
tive sponsor if he seems qualified. 
GMI students do not have to be 
related to General Motors employ- 
ees, although about 50% are. GMI 
does not give an entrance exam, but 
reserves the sole right to determine 
if a boy is “academically qualified.” 
It puts the greatest weight on marks 
in mathematics, physics, and English. 
But the actual selection is left up 
to the sponsoring GM unit. 

High standards. Floyd found a 
test given by Allison more difficult 
than the one for Annapolis, but he 
passed and enrolled last fall. He was 
one of the 624 who were admitted 
of the 3,750 who applied and the 
1,867 who were academically quali- 
fied by the institute. If previous sta- 
tistics prevail, 20% of last fall’s fresh- 
men won't be back in September, 
and the following year 20% of the 
remainder will be missing. GMI 
claims this attrition is less than at 
most engineering schools. There are 
few quits or failures in junior and 
senior years. 

Floyd and other freshmen and 
sophomores take basic courses heavy 
on math and engineering, but with 
a good deal of English included. In 
the third and fourth years, the GMI 
students work toward specific de- 
grees in mechanical engineering, in- 
dustrial engineering, or electrical 
engineering. In addition, they are 
exposed to such liberal arts courses 
as philosophy, sociology, history, 
literature, and such business adminis- 
tration courses as economics, ac- 
counting, personnel administration, 


50 MANAGEMENT 


budgetary and financial controls. 
About the only thing missing from 
the curriculum is instruction in for- 
eign languages. 

GMI dropped its business adminis- 
tration degree program three years 
ago because, explains Rodes, it 
couldn't do anything different or bet- 
ter than any other school. But he 
thinks the GMI student gets as much 
liberal arts and business administra- 
tion as he would at any engineering 
school. 

Degree programs. A _ four-year 
GMI graduate gets a diploma, not 
a degree. He works toward his bach- 
elor’s degree after graduation, either 
by completing a project in his plant 
or by completing additional studies 
and a thesis. Says Charles L. Tutt, 
Jr., who has charge of the degree 
programs: “These projects are evi- 
dence that the man can use _ his 
knowledge to benefit the corpora- 
tion. It’s rare that we don’t come up 
with a patent.” 

Both Gerald Meier and James 
Lindsay are working toward bach- 
elor’s degrees in mechanical engi- 
neering. After they get their di- 
plomas next month they will go on 
to a’unique “bachelor-master pro- 
gram” developed by GMI and other 
engineering schools, including Mas- 
sachusetts Institute of Technology. 
Meier is going to North Carolina 
State College to work on a master’s 
in industrial engineering; Lindsay to 
Rensselaer Polytechnic Institute for 
a master’s in metallurgy. Their spon- 
soring units, AC Spark Plug Div. 
and Ternstedt Div., will pay their 
living expenses and tuition for up to 
three semesters. By that time, the 
are expected to complete their ail 
for the master’s degrees, and GMI 


will reciprocate by awarding them 
bachelor's degrees. 

“Concrete campus.”’ Dr. Rodes, 
former president of Bradley Univer. 
sity and the first professional edu- 
cator to head GMI, thinks his schoo] 
can match curricula and facilities 
with any. But there are some lacks. 
Despite its ivy-framed entrance, 
GMI is a “concrete campus” school | 
with no dormitories and a no-non-/ 
sense air that betrays its trade-school | 
origin. The students come from 29} 
states and 10 foreign countries and 
have fraternities and intramural 
sports and assorted clubs. But a lack 
of cultural activities, opportunities) 
for research, and an “academic at-} 
mosphere” repels some _ potential 
faculty material. 

GMI’s faculty numbers 186, of 
whom 10 hold doctorates and 133 
have master’s degrees. The goal is 
for a faculty of at least 34 doctors 
and 181 masters. Neither money nor! 
administration interferes with fac-) 
ulty recruiting, according to Rodes. 
The salary range of about $6,500 to 
$12,000 is higher in many schools, 
but GMI faculty members are Gen-| 
eral Motors employees, eligible for) 
all GM employee benefits, including” 
bonuses. And Rodes runs the school; | 
GM executives constitute a board of 
regents headed by James E. Good- 
man, a GM vice-president and group 
executive, which meets only twice 
a year. 

Other GMI activities. GMI’s fac- 
ulty is particularly strong in _per- 
sonnel evaluation, with four of its 
10 PhD’s specializing in that work. 
The reason for such emphasis is that 
educating undergraduates is only one} 
of GMI’s functions. It is just as well] 
regarded within the corporation for) 
its management and other special 
training of people already working 
for GM, and for its evaluation off 
supervisory selection and develop- 
ment programs for the divisions. 
The institute’s faculty conducts 
classes both at GMI and in the 
plants. In the school year just end- 
ing, the institute enrolled 14,000) 
corporation employees in such spe- 
cial programs. 

Although General Motors _Insti- 
tute is the envy of many other large 
corporations beset with the problem 
of finding and developing manage- 
ment, hardly any company ever looks 
it over for pointers. The likely reason 
is that the results of GMI couldn’ 
be duplicated now «starting from 
scratch. Like so many other manage- 
ment development devices of Gen- 
eral Motors, it was started 30 years 
or so ago and now is producing re- 
sults that cannot be obtained in any 
other way for the expenditure of 
any amount of money. End 
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An extensive test at 
666 Fifth Avenue, New York, is proof... 
the wait for elevators 


can be cut as much as 30.6% 

by a radically elevator system... 

the Westinghouse Selectomatic Mark IV... 
the elevator that’s always there for you! 





The Westinghouse Selectomatic Mark 
IV doesn’t waste time nesting at the 
top of the building... makes no need- 


VLE uw i 
- 


Mi Eight thousand passengers a day 
proved Westinghouse Selectomatic 
Mark IV cuts average waiting time 
30.6% ... makes more trips with fewer 
stops per trip than any other elevator 
system. 

@ The test was made on all the cars of 
the intermediate-rise bank of elevators 
at the Tishman Building, 666 Fifth 
Avenue, New York City. The new Select- 
omatic Mark IV control system was 
installed alongside the Selectomatic 
with Automatic Traffic Pattern, by far 
the most efficient elevator system in 
general use today. Cars operated on 
one system for a week, then on the 
other for a week, and so on for the test 
period. 

Mi Measured were waiting time on cor- 
ridor calls, number of stops made on 
each trip and the number of passengers 
entering and leaving the building— 
traffic information necessary for a 
statistically valid comparison of the 
two systems. To provide scientifically 
accurate data, recording meters were 
used and other instruments specifi- 
cally designed for measurement of ele- 
vator traffic. 

@ The mountain of data now available 
on Selectomatic Mark IV, and the 
observations of the building manage- 
ment, prove that elevator service was 
never so good, anywhere. 
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trip. The result is faster service 


for all passengers. 


DS 


= 








“We are impressed with the per 
formance of the new Selectomatic 
Mark IV. Elevator service is al 
ways an important influence on 
tenant satisfaction. It becomes 4 
critical factor when there’s as 
much interfloor traffic as we have 
at 666—our largest building’. This 
new elevator system expedites 
interfloor traffic so well that 
we've had nothing but compli- 
ments from our tenants. In fact. 
they’ve gone out of their way tc 
express their satisfaction with the 
service. It’s certainly a pleasure 
to have what can be a big problem 
so nicely taken care of. But then, 
this is the kind of advanced en- 
gineering we've come to expect 


f j _ from Westinghouse.’ 
, : 





: \, MuUALc hoa Fe 
a Norman Tishman, President 
Tishman Realty and Construction Co:, Inc 





The new Westinghouse Selectomatic Mark IV 
will be available for installation in 1962. Ask 
your Westinghouse representative about - it 
now. For more information on the new Selecto- 
matic Mark IV, write Westinghouse Electric 
Corporation, Elevator Division; 150 Pacific 
Avenue, Jersey City, New Jersey. You can be 
sure...if it’s ; 


Westinghouse 






NEW 

TIRES 
THAT STOP 
FASTER! 







A new kind of tire—made of butyl rubber. This unique auto tire grips 
the road better, stops faster even on wet pavement. It rides softer, 
smoother... won’t squeal on turns. Behind this new tire is another 
first from Monsanto research—Elastopar®—a processing chemical that 
tightly ‘‘locks”’ together butyl rubber (and other stretchable compounds) 
to make super-tough. rubber products. These new rubber compounds 
promise longer-wearing, crack- and heat-resistant giant tractor and 
earth mover tires; even more durable ore conveyer belts. Another 
example of how Monsanto moves on many fronts to serve you. Monsanto 
Chemical Company, Corporate Division, St. Louis 66, Missouri. 


MONSANTO: CHEMISTRY ON THE MOVE TO THE FUTURE 
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Communist 
offensive in 
Latin America 


Indecisive 
governments 


Waiting for 
Congress 


Commodity 
stabilization 


International outlook BI"! 


July 1, 1961 


The political and economic situation in Latin America is bad—and getting 
worse. 

That’s the somber report that Adlai Stevenson gave Pres. Kennedy after 
touring South America to encourage support for the Alliance for Progress, 
Kennedy’s 10-year plan for economic development. 

Stevenson found Communism on the offensive. The Communists have 
increased the vigor and effectiveness of their appeal to student groups, 
teachers, labor leaders, slum dwellers, and the hitherto unorganized rural 
populations. 

The Communist movement's success so far in Cuba has increased its 
indigenous appeal. Castro’s land and social reforms, seizure of foreign 
businesses, defiance of the “colossus of the North” continues to capture the 
popular imagination in Latin America. 


Turning the tides of Communism and anarchy, of course, is not impossible. 
But it could become so, according to Stevenson, if the Latin Americans are 
not willing to help themselves and cannot be persuaded that cooperation 
with the U.S. offers more hope for social and economic progress than 
Castro-style Communism does. 

Many Latin American governments see the threat in Castro’s brand of 
revolutions. But they won't move against it openly because, at the popular 
level, Castro is still widely hailed as a social reformer. 

Many Latin American leaders are becoming aware of the need for rapid 
social reform. But there’s widespread fear of bucking powerful entrenched 
interests. Some governments are merely interested in taking U.S. economic 
assistance, without undertaking essential reforms. The quality of planning 
for economic development varies widely. 


All this is adding a new urgency to U.S. planning for the Inter-American 
Economic Conference, scheduled for Montevideo in August. It was post- 
poned from mid-July to give all governments more time for preparation. 

In offering aid, the U.S. delegation will be limited to general assurances 
that financing will be available for sound development programs and 
projects. It will be unable to make specific. commitments because: 

« That will depend upon how effective Latin American economic plan- 
ning becomes in the period ahead. 

= Congress probably will not have approved the President’s long-term 
foreign aid program by the time the conference is held. 


But the Administration is hoping to move boldly into commodity market 
stabilization. The U.S. most likely will announce that it is ready to join 
the coffee agreement. New moves to stabilize the tin market are under 
consideration. The decision to participate in an international lead and zinc 
agreement will be reaffirmed. 

U.S. participation in a coffee agreement would be most important for 
Latin America. As Stevenson has pointed out, a drop of 1¢ in the price of 
coffee nearly cancels U.S. aid outlays. The various schemes under study 
call for a flexible import quota to allocate a share in the U.S. market to 


producing countries. 





Kennedy warns 
Khrushchev 
on Berlin crisis 


Grab for Kuwait 


stirs up 


Middle East 


British reaction 
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to resume 
Algerian talks 





International outlook continuea 


Pres. Kennedy made some new moves in the tense Berlin chess game this 
week. 

He warned Khrushchev again that the Soviet leader will be directly 
responsible if the peace in Germany and Berlin is disturbed. He reaffirmed 
the Allies’ determination to stand on their war-won rights in West Berlin. 
And he revealed that the National Security Council now is in the critical 
stages of drafting concrete plans to convince Khrushchev that the U.S. 
means what it says. 

Kennedy is avoiding belligerent attitudes, though. He wants to take any 
tough actions quietly in order to leave room for Khrushchev to back down 
in Berlin. 

The President was careful to leave the door open for negotiations on 
Germany on the basis of self-determination. And he also left room for dis- 
cussing proposals that would give “increased protection” to the West 
Berliners. 


The Middle East has flared up again. Just six days after the Sheikdom of 
Kuwait, the world’s third largest oil producer, won its sovereignty from 
Britain (BW—Jun.2461,p136), Iraq’s firebrand Premier Kassem claimed the 
Persian Gulf blue chip as legal Iraqi territory—to be taken by force, if 
necessary. 

That started it. Kuwait asserts that its new independence in no way is 
affected by its ties to Iraq back in the 19th Century (the basis of Kassem’s 
claim). Iran and Jordan immediately came to Kuwait’s support. So did Saudi 
Arabia and the United Arab Republic. 


London, which is obligated to come to Kuwait’s defense if asked, has reacted 
cautiously. While the United Kingdom has big stakes in Kuwait (which sup- 
plies 38% of Britain’s crude), it also has important petroleum interests in Iraq. 

Most observers doubt that Kassem will try forceful annexation of Kuwait. 
The dispute may be mediated by the Arab states. But with its great oil 
income, its small size, and a feudal, authoritarian government, Kuwait is 
sure to be a likely target for outside pressures from now on. 


Pres. de Gaulle appears ready for another go at talks with the Algerian 
Nationalists (FLN). Initial talks, held at Evian in the French Alps, were 
broken off June 13 by the French after three weeks of fruitless nego- 
tiation. 

Now, de Gaulle is indicating that either France will reach an agreement 
with the FLN or embark on a partition policy in Algeria. 

This approach has alarmed some Frenchmen. They say the only choice 
for Paris remains as always: an agreement with the FLN—or continuation 
of war. Unilateral partition of Algeria wouldn’t be swallowed by FLN 
forces. “Partition means another Thirty Years War,” an Algerian deputy 
told de Gaulle last week. 

Meantime, de Gaulle has other problems that are sapping French sta- 
bility. Furious French farmers, irate over government foot-dragging on agri- 
cultural policy, are shaking the Fifth Republic’s stability. Although the 
government has made hurried concessions to the farmers’ revolt, it hasn’t 
settled the major problem—that there are simply too many farmers, and 


too much of a farm surplus. 
Contents copyrighted under the general copyright on the July 1, 1961, Issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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CONTROL... essential element in efficiency! 


“Efficiency is the capacity to produce desired results.” On this thesis lies Brown & Root’s ability to 
satisfy clients. A Under its own roof . . . with its own personnel and equipment Brown & Root has the 
capability of a “‘turnkey’’ job. From preliminary engineering through final design . . . through purchasing, 
expediting, logistic support and the manifold phases of cons‘~uction, every step of the way is carefully 
controlled. This control can be interpreted in fast economical completion for you. A If your organization 


is planning new construction or plant expansion, you will profit by talking to the man from Brown & Root. 


BROWNS ROOM: 


ENGINEERS « CONSTRUCTORS 








NEW YORK ° TORONTO 

LONDON e EDMONTON 

MONTREAL «© SAO PAULO 
WASHINGTON 


POST OFFICE BOX 3, HOUSTON 1, TEXAS ¢ CABLE ADDRESS: BROWNBILT 








ARE YOU 
LOOKING FOR 
INCOME NOW, 
INCOME LATER 
--»-OR BOTH? 





The Parker Corporation is 
distributor of mutual funds 
with two different goals: 


Incorporated 
Income Fund 


A mutual fund investing in a 
list of securities selected for 
current income. 


Incorporated 
Investors x: 


A mutual fund investing in a 
list of securities selected for 
possible long-term growth of 
capital and income. 


SEND FOR FREE PROSPECTUS 


THE PARKER CORPORATION Bw-6 
200 Berkeley St., Boston, Mass. 


Please send me prospectus on: 


_] Incorporated Investors 
CJ Incorporated Income Fund 
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LABOR 


Kennedy turns 
to Taft-Hartley 


He invokes emergency strike provisions in effort to halt 
walkout paralyzing nation’s shipping. Eighty-day 
cooling-off period looms, but chances of settlement seem slim 


The government turned—reluctantly 
—to the national emergency strike 
provisions of the controversial Taft- 
Hartley Act this week to bar a full 
paralysis of the U.S. merchant ma- 
rine of 950 ships manned by 50,000 
seamen and officers. Although the 
walkout continued in force, at mid- 
week a resumption of sailings ap- 
peared only a matter of days under 
the slow process of the law or a bar- 
gaining agreement reached under 
new pressure from the White House. 

In New York, a_ Taft-Hartley 
board, acting for the President, got 
parties back into negotiations. As- 
surances that the Administration 
will review its policies on foreign- 
flag ships—key issue in the dispute— 
were a basis of a cautious optimism. 

Meanwhile, the Administration 
prepared to go into federal court if 
necessary for an injunction to require 
six striking unions to man ships for 
up to 80 days. 

Cheers and jeers. To most ship- 
owners, the imminence of an injunc- 
tion if talks fail was good news. On 
the other side, unions were sharply 
critical of the “unnecessary” use of 
White House power in the dispute. 

Attorneys for the SIU and other 
unions laid plans for “a hell of a 
fight” if talks bog down and the gov- 
ernment goes to court for an 80-day 
injunction. They defied the Adminis- 
tration to prove peril to the nation’s 
health and safety, the prerequisite 
for an order to end the strike under 
Taft-Hartley provisions. 

Privately, however, maritime union 
leaders conceded at midweek that a 
court fight to bar an injunction would 
have little hope for success. They 
could buttress union arguments with 
“strong excerpts” from the brief filed 
in the Supreme Court by Labor Secy. 
Arthur J. Goldberg while he was 
serving as United Steelworkers gen- 
eral counsel in Taft-Hartley steel 
strike proceedings in 1959, and with 








what “a former member of Congress 
—now elevated” said about the strike 
injunction in the 1940s and 1950s. 
But they generally agreed that this 
would do no more than embarrass 
the Administration that the former 
congressman now heads. 

Basic issue. To the unions, the 
critical issue in the current dispute 
is a basic one: the right of unions to 
bargain for the crews of foreign-flag 
ships owned by American companies 
whose U.S.-flag ships are under 
union contracts. They want the right 
to board foreign-flag ships, organize 
the crews, and bargain for the ship 
when and if they can win a majority. 

The ship owners generally oppose 


giving American unions this right. | 


They contend that the demand isn’t 
bargainable; they won't even discuss 
it. 

Return engagement. If there is an 
injunction, the unions do not expect 
a settlement in the Taft-Hartley 
period. They are laying plans not for 
a peaceful agreement but for an 
eventual resumption of their strike 
—‘hitting back twice as hard,” in the 
words of Pres. Joseph Curran of the 
National Maritime Union—if their 
walkout is “interrupted” now. 

Federal mediators who worried 
through the long steel impasse in 
1959 say this dispute is even more 
complex—and tougher to handle. 
They are thankful for breathing time 
and relaxed tensions, but they see 
more long, arduous sessions ahead. 
They d like to sound confident about 
progress in the dispute this summer. 


They find it hard. While there are | 


slight possibilities of a “break” in bar- 


gaining in one area—involving one | 
group of unions—the outlook is bleak | 
4 


in other areas. 


“Anything is possible,” one medi- | 


ator commented.” 
Slow fuse. The national maritime 


strike began at midnight June 15) 
with the expiration of contracts be- | 
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NEWSPAPER REPORT of Pres. Kennedy’s decision to invoke Taft-Hartley gets crit- 
ical scrutiny of NMU pickets at New York pier. Unions firmly oppose the action. 


tween six maritime unions and own- 
ers of the bulk of the U.S. merchant 
fleet. 

Seamen cannot stop work at sea; 
that’s mutiny. They have to wait to 
strike when their ships come into 
U.S. ports. So the strike started 
slowly—and spread gradually, from 
“perhaps 50” ships tied up at first to 
100 after a few days and then, early 
this week, more than 250—or a 
fourth of the American-flag fleet. 

Tankers were affected the most; 
when Presidential aides checked last 
weekend, at least 110 of the fleet of 
282 were found idled in ports on all 
coasts. At the same time, about the 
same number of dry cargo ships— 
freighters—from a much larger fleet 
were tied up. A scattering of luxury 
liners and cruise ships also were un- 
able to keep shipping dates. 

Worrisome question. The situation 
was considered serious—and poten- 
tially critical. This made it necessary 
for the Administration to face a 
question other Administrations have 
worried over in the 13 years of the 
Taft-Hartley Act: Is it necessary for 
the White House to wait until a 
labor dispute imperils the national 
health and safety before it acts, or 
can it act—somewhat arbitrarily— 
if a strike appears insoluble in ordi- 
nary bargaining and looms as an 
eventual threat to security? 

That is, must the Taft-Hartley 80- 
day injunction be used only as a 
remedial action, or can it be used as 
a preventive measure, too? 

A strict interpretation, according 
to Labor Secy. Goldberg, would 
make no sense because the injunction 
would be sought only when the 
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country is already “almost prostrate” 
as a result of a labor dispute. 

Goldberg first tried to persuade 
the unions to end their strike for 
60 days, to permit a citizens’ com- 
mittee to study the issues and make 
nonbinding recommendations of set- 
tlement terms. The unions refused 
this. This left Goldberg—and the 
Administration—no alternative to 
Taft-Hartley compulsion to end the 
strike. 

Kennedy acts. Pres. Kennedy re- 
ceived correlated reports on the im- 
pact of the maritime strike from four 
Cabinet departments and several fed- 
eral agencies on Monday. At noon, 
he invoked Taft-Hartley to prevent a 
bad situation from becoming criti- 
cal. 

He said that he had received re- 
ports that the ship tieup had resulted 
in serious interruptions in the move- 
ment of food, oil, and other com- 
modities; had cut the supply lifelines 
to Hawaii, and had caused delays in 
the shipment of military cargoes. 

He named to study the maritime 
strike issues a board of inquiry with 
David L. Cole, former head of the 
Federal Mediation & Conciliation 
Service, as chairman, and Samuel I. 
Rosenman, New York attorney, and 
Prof. James J. Healy of the Harvard 
Business School as members. The 
President asked the board to report 
back to the White House on Friday 
of this week. 

Injunction looms. This is a legal 
step toward an injunction. The board 
must certify that a critical dispute 
exists and that ordinary collective 
bargaining will not settle it in time 
to avoid dangerous consequences for 





Failure of Secy. Goldberg’s efforts to 
secure strike truce preceded move. 


the country. Once he has that certifi- 
cation, the President can direct his 
Attorney General to go to court for a 
temporary injunction—which can't 
be denied. 

The opportunity for the unions’ 
legal challenge comes when argu- 
ments are heard on making the tem- 
porary writ stand for 80 days—60 
days for further fact-finding by the 
Cole board of inquiry and an addi- 
tional 20 days for negotiations on 
the basis of a board report (without 
recommendations) and for a Na- 
tional Labor Relations Board poll of 
employees on their employers writ- 
ten “last offer” of settlement terms. 

High-level maneuvering. Although 
the Taft-Hartley Act does not spe- 
cifically provide that the board of 
inquiry is to function as a super- 
mediator in a major dispute, it does 
not bar the board from assuming 
such a function on an extra-legal 
basis. The board headed by Dr. 
George W. Taylor of the University 
of Pennsylvania set a precedent for 
this in the steel dispute of 1959—but 
without notable success. When a set- 
tlement finally came in January, 
1960, at the end of a Taft-Hartley 
injunction, it was through the be- 
hind-the-scenes_ efforts of former 
Vice-Pres. Richard M. Nixon and 
Labor Secy. James P. Mitchell. 

There is considerable speculation 
that a maritime settlement might 
have to come, similarly, through 
high-level maneuvering. Government 
policy is involved in the foreign-flag 
issue. Pressures can be brought, and 
perhaps concessions made, that are 
beyond bargaining table possibilities 
and mediators’ efforts. End 
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Hoffa to go after small unions 


Teamsters’ president is set to launch his drive to increase 
membership through mergers and organizing. 
IBT plans to step up unionization in plants of all kinds 


Labor leaders are awaiting with 
forebodings next week's re-election 
of James R. Hoffa as president of 
the International Brotherhood of 
Teamsters. They're sure that once 
Hoffa is free of court supervision 
through a monitorship, long-laid 
plans to expand IBT will bring on 
serious conflicts with other unions. 

A court-sanctioned special IBT 
convention will open in Miami Beach 
next week. Hoffa and a hand-picked 
slate of other officers face no serious 
opposition. 

Freedom to act. Once the election 
is out of the way, Hoffa expects to 
receive convention approval of a 
broad program aimed to increase 
IBT membership by 300,000—carry- 
ing it over the 2-million mark. The 
program, as outlined by a top Team- 
sters official, will include: 

« “The biggest organizing drive 
ever conducted by a single union,” 
to be supported by an increase in 
the per capita payments by locals 
to the international; the present “tax” 
of 40¢ a member per month will be 
raised sharply—there’s even some 
talk of doubling it. 

* The establishment of several 
new industry divisions—unions with- 
in the union—to facilitate mergers 
of a number of sizable unions into 
the Teamsters; the present plans en- 
vision divisions (similar to the United 
Mine Workers’ catch-all District 50) 
for laundry workers, bakery workers, 
and possibly flight engineers and 
other plane crew personnel. 

" Use of the leverage of areawide 
trucking contracts, now timed to end 
within 30 to 90 days of each other 
in 1964, to force areawide contracts 
and uniform rates and other condi- 
tions in warehouses; the long-range 
goal is national bargaining. 

These are objectives aimed at in- 
creasing the power potential of the 
countrys most powerful union. An 
AFL-CIO union head at the federa- 
tion’s executive council meetings this 
week in the Poconos commented that 
“businessmen must find [such] plans 
a frightening prospect.” Apparently, 
union people do, too. 

Plant organizing. Concern within 
AFL-CIO centers largely on Hoffa’s 
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plans for stepped-up organizing— 
particularly in industrial plants. 
Whatever the Teamsters does in this 
sprawling area will bring IBT into 
sharp conflict with AFL-CIO. 

Recently, Hoffa announced in Chi- 
cago that the truckers’ union plans 
to make manufacturing plants a new 
target for organizing work. IBT’s 59 
joint councils are employing organ- 
izers to unionize unorganized plants 
of all kinds, Hoffa said. 

The chunky 48-year-old president 
of the Teamsters stressed the word 
“unorganized,” and reiterated that 
IBT isn’t a raiding union and doesn’t 
intend to try to upset “established 
relationships” between workers and 
other unions. Officers of other unions 
found that hard to believe. 

“The Teamsters idea of an ‘unor- 
ganized’ worker is anybody not in 
the Teamsters who can be signed 
up,” one said. 

Target areas. Quietly, IBT organ- 
izing has been directed more and 
more into industrial plants, particu- 
larly in electronics, blouse and tex- 
tile, machinery, tool-and-die, and 
plastics industries. 

An Industrial Div. of the Team- 
sters recently reported 150,000 mem- 
bers—almost a tenth of IBT’s total. 
Since then, according to Hoffa, IBT 
has won plant elections in New Jer- 
sey, Virginia, and Puerto Rico. 

The Teamsters can put pressure 
on many plant employers because it 
represents the truck drivers serving 
plant loading docks and warehouses. 
Going after production workers is a 
logical next step, according to Hoffa. 

“We already control the back end 
of the shops,” he said. “We want to 
organize the front end [the produc- 
tion departments] for the effect it 
will have on our union’s stability.” 

Hoffa also plans a major organiz- 
ing drive in agricultural fields—a 
“tremendous field for union work be- 
cause of the starvation wages now 
paid,” an aide explained. However, 
there’s another reason for IBT’s in- 
terest in farm workers: AFL-CIO 
threw manpower and more than 
half a million dollars into organizing 
work in California, and added very 
few names to union rolls. 


The Teamsters, with its controls 
over trucking, already claims to have 
added several thousand California 
agricultural workers and to have 


boosted their pay in the Imperial | 


Valley from $1.10 to $2.40 an hour. 


Merger possibilities. So far, the | 


merger prospects of the Teamsters 
appear to be more speculation than 
fact. 


The Laundry, Cleaning & Dye | 
House Workers, an independent, | 


ousted from AFL-CIO, received an 
invitation from the Teamsters to af- 
filiate with IBT. The union has for- 
mally expressed a desire to merge 
into IBT, according to a Teamsters 
top official, and talks are planned. 


The potential gain: an estimated | 


100,000, says IBT. 
The Bakery 
Workers of America, another union 
forced out of AFL-CIO, is a second 
merger possibility. The potential: 

about 80,000, says IBT. 

A third—and even more “iffy"— 
prospect is the Flight Engineers’ 
International Assn., which is dissatis- 








ooo 


& Confectionery 


fied with what’s happening in AFL- | 
CIO, according to IBT. It sees a! 


good possibility of an airline division 
with 10,000 members. 

A lot of presumption is involved 
in the Teamsters’ optimism about 
merger prospects. The Flight Engi- 
neers, for example, hasn’t nibbled at 
the IBT’s bait in the past. 

IBT and the leftists. Almost a year 
ago, a spokesman for a_leftwing 
union predicted that when Hoffa is 
the unchallenged head of IBT, the 
Teamsters will work closely with the 
leftwing bloc of unions—the United 
Electrical Workers, the International 
Longshoremen’s & Warehousemen’s 
Union, the Mine, Mill & Smelter 
Workers, and a few smaller unions. 

Hoffa denied at the time that he 
had any intention of close ties with | 
any of these unions—and certainly | 
would never form a loose federation 
with them. However, about a week | 
ago, IBT and ILWU noted a joint} 
bargaining victory in West Coast} 
warehouses, and Hoffa and ILWU 
Pres. Harry Bridges said the two in- 
dependents will continue to work 
closely (BW—Jun.24’61,p82). End , 
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Cost of living: What’s happening to it 
Total 
cost of 
1947-49 = 100 living Food Clothing Housing 
Total Rent only 
May, 1953 114.0 112.1 104.7 117.1 123.0 
May, 1954 115.0 113.3 104.2 118.9 128.3 
May, 1955 114.2 111.1 103.3 119.4 130.3 
May, 1956 115.4 111.0 104.8 120.9 132.2 
May, 1957 119.6 114.6 106.5 125.3 134.7 
May, 1958 123.6 121.6 106.7 127.8 137.5 
May, 1959 124.0 117.7 107.3 128.8 139.3 
May, 1960 126.3 119.7 108.9 131.2 141.4 
June 126.5 120.3 108.9 131.3 141.6 
July 126.6 120.6 109.1 131.3 141.8 
August 126.6 120.1 109.3 131.5 141.9 
September 126.8 120.2 110.6 132.0 142.1 
October 127.3 120.9 111.0 132.2 142.5 
November 127.4 121.1 110.7 132.1 142.7 
December 127.5 121.4 110.6 132.3 142.8 
January, 1961 127.4 121.3 109.4 132.3 142.9 
February 127.5 121.4 109.6 132.4 143.1 
March 127.5 121.2 109.8 132.5 143.1 
April 127.5 121.2 109.5 132.3 143.3 
May,1961 127.4 120.7 109.6 132.2 143.4 
Data: Dept. of Labor, Bureau of Statistics Business Week 











Consumers’ dollars went further in May, 
thanks to drop in food prices 


The government’s Consumer Price Index dropped 
slightly in May, to 127.4% of average 1947-49 costs, as 
lower food prices—particularly for meat and poultry— 
more than offset rises in other ingredients of the CPI. 

Some 23,000 employees of metalworking companies 
with “escalator” contracts will receive a 1¢ cut in hourly 
pay as a result of the index drop. 

About 125,000 others in aircraft, aluminum, and can 
manufacturing will receive increases of 2¢ to 3¢ an hour, 
reflecting price advances last year that could not be 
added to paychecks then because of ceilings set on 
c-of-] adjustments possible in a single year. 

Spendable earnings of factory workers rose again, 
to $82.44 a week for the average worker with three 
dependents, after income and social security taxes. This 
was a gain of 85¢ over the weekly earnings in April—the 
result of a longer work week and higher hourly pay, 
the Labor Dept. reported. 


Lumber workers on West Coast 
sign for year with no wage boost 


West Coast lumber companies and the International 
Woodworkers of America, representing 27,000 work- 
ers, have signed one-year contracts with no wage in- 
crease. The union’s members voted 2-1 for the agree- 
ment, which includes minor fringe gains. 

Of eight locals voting, only one opposed the no- 
wage-increase contract. A Vancouver (B.C.) local ob- 
jected to the agreement as “a tragic mistake”; as a 
result of the lowering of the value of the Canadian 
dollar, a spokesman for the local said, Vancouver 
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woodworkers “won’t get what they’re entitled to. 

IWA officials defended the contract, arguing that 
fringe gains valued at 2¢ to 4¢ an hour were a good 
settlement for a bad year. The alternative, they said, 
would have been a long and costly strike. 

A spokesman for 126 companies bargaining with 
[WA also called the settlement “a happy one .. . in 
such a critical period.” 

It was the third time in seven years that IWA 
agreed to settle without a wage increase; it adopted 
the same no-raise policy in 1954 and 1958 but won 
wage hikes in 1955, 1957, and 1959. 


> 


Pilots’ union wins bargaining rights 
for flight attendants for two airlines 


Flight attendants of Continental and Ozark airlines 
have chosen the AFL-CIO Air Line Pilots Assn. as 
their bargaining agent. Both groups formerly were 
represented by the Air Line Stewards & Stewardesses 
Assn., formerly a part of ALPA but now affiliated with 
the AFL-CIO Transport Workers Union. 

The National Mediation Board elections—which 
resulted in votes of 116 to 41 at Continental, 45 to 22 
at Ozark—punctuated an ALPA campaign to enroll 
all flight attendants in its new stewards and steward- 
esses division. The campaign has the support of AFL- 
CIO, which would like to gather all airline personnel 
into one union. 

To date, ALPA has won bargaining rights for more 
than 2,500 of the 7,000 flight attendants once claimed 
by ALSSA. 


AFL-CIO urges strong stand on Berlin, 
curb on exports to Red satellites 


AFL-CIO’s executive council this week called on Con- 
gress to give Pres. Kennedy “full emergency powers” to 
mobilize the country’s resources for any eventuality in 
the international crisis. 

Meeting in summer session in the Poconos, the council 
said that Soviet “imperialism” must be prevented from 
using force to change the status quo in Germany. AFL- 
CIO’s tough—and grim—position is in sharp contrast to 
neutralist sentiment in labor organizations in Britain 
and other parts of Western Europe. 

American labor’s high command also urged tighter 
curbs on shipments of machinery and food to Iron Cur- 
tain countries. It warned that these have “tended to 
help the Communist bloc alleviate or overcome its own 
serious economic and political difficulties.” 

The council suggested that the President name a com- 
mission—to include labor representatives—to study 
government and private policies that have permitted 
trade with the Soviet and its satellites on a limited basis 
and the extension of aid to members of the Communist 
bloc of nations. 
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Bonn builds military 
with NATO hardware 


West Germany’s rearmament program signals return to military 


power. But most weapons are procured through 
NATO partners, while German arms industry remains small 


West Germany is slated to become 
the largest military force in Western 
Europe—within the next two years. 

The country’s military comeback is 
significant in the cold war context; 
it stands out equally strongly as a 
symbol of Western Europe's inexo- 
rable trend toward integration. Actu- 
ally, West Germany has only a few 
defense factories. The bulk of its 
weapons and military hardware are 
being supplied by its NATO allies. 

This is the way the West Germans 
want it. During the Korean War, the 
U.S. had to prod West Germany into 
starting to rebuild its military forces. 
The industrial barons preferred to 
concentrate on producing goods for 
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domestic consumption and export. 
They still feel that way. That’s why 
the Luftwaffe is flying Lockheed jets 
(BW—Mar.11’61,p94), and the Army 
is using equipment from France, 
Italy, Belgium, and other NATO 
countries, 

More mileage. West German pur- 
chase of these items is a prime ex- 
ample of the trend toward an inte- 
grated armament industry in West 
Europe. The trend stems in part 
from fears of Germany’s World War 
II enemies that Germany would set 
up an independent military establish- 
ment. 

An integrated armament industry 
makes a lot more sense now. For, 


with development costs for new arms 
skyrocketing, other NATO countries 
in Europe see the advantage of shar- 
ing costs with each other. There are, 


of course, other examples of Euro- 


pean integration—the European Coal 
& Steel Community, the Western Eu- 
ropean Union, Euratom, and the Ev- 
ropean Economic Community. 

West Germany is getting more 
mileage out of joint military proj- 
ects than the other countries. Here’ 
how the Wehrmacht’s current $1.2 
billion equipment budget is being 
spent: 20% for arms from integrated 
programs; 50% for outright pur 
chases from other countries; onl) 
30% for domestic purchases, mostly 
for small arms, uniforms, some air 
craft, and light warships. 

Joint projects with other NATO 
countries include: a ground support 
aircraft, the Fiat G-91, developed 
with Italy; a vertical take-off and 
landing plane with Britain, France 
and Italy (for use by all four coun 
tries); and a NATO-wide program 
for building the Sidewinder air-to 
air missile, with West Germany the 
prime contractor. There are others 

$2-billion a year. Bonn sees its de 
pendence on allies growing, not di 
minishing, in the future. Even if it 
allies permitted West Germany t 
develop its own armaments indus 
try, Bonn would be sour on the ide: 
just for its inflationary aspects. 
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West European allies help West Germany rebuild defenses 

Guard watches over Lockheed F-104 Starfighters (left) at an Air Force base near 
Cologne. Above, soldiers carry out maneuvers from a Hotchkiss armored person- 


nel car designed by the French. Other joint projects with NATO countries include 
a ground support aircraft, the Fiat G-91, developed with Italy, and a vertical 










take-off and landing plane with Britain, France, and Italy. 


arms West Germans estimate that turers—such as Mercedes and Auto while German engineers were lim- 
itries' | Bundeswehr military hardware soon Union—produce trucks, and con- ited to building Volkswagens and 
shar. Will cost about $2-billion a year. Of struction equipment and the like. In _ refrigerators, the highly advanced 
sare. _ this, 50% will be bought from other weaponry, the West Germans build devices of modern warfare were de- 
‘uro., NATO countries, 35% from joint their own small guns and small-cali- veloped. 
Coal projects, and only 15% will be pro- ber ammunition. Companies involved Outside pressures. Beyond the 
1 Eu. duced at home. include Rheinmetall and Dynamit economic aspects, political pressures 
» Ev Bonn policy. Actually, Bonn has a_ Nobel. have played an equally important 
policy on what weapons it will buy Lack of capacity. Bonn considers role in shaping Bonn’s armament 
more from its NATO partners. Purchases — this approach realistic. Within a year policy. Suspicion of a German war 
proj, Will include practically all the heavy or two, under present NATO plan- machine still lurks in many parts of 
leres. Weaponry of modern’ warfare. ning, the Bundeswehr will become Western Europe. But an effort inte- 
$1.9. Among them: guns and artillery over _ the largest and best-equipped armed grated within the Atlantic Alliance 
yeing =: 20-mm. caliber and ammunition over force in Western Europe—350,000 is more palatable to West Germany's 
rated 4 (40-mm. caliber; tanks; antiaircraft strong. allies, and steals some of the thunder 
pur. missiles; and armored personnel West Germany isn't in a position from Communist propaganda. 
only Carriers. to satisfy its armament needs, mostly In addition, the Western Euro- 
ostly There’s one notable exception— because its plant isn’t geared up for pean Union—consisting of Great 
. air. Warships. Germany's shipbuilding — that purpose. Heavy civilian demand _ Britain and the six Common Market 
industry has not been doing so well pushed West Germany's industrial nations, set up after the collapse of 
ATO compared to the rest of the booming plant to 100% capacity long before the European Defense Community 
ypor| economy. This year’s 5% revaluation — the country even was allowed to con- —restricts the kinds of weapons 
oped of Germany’s currency was a blow. _ sider getting back into the weapons- West Germany can produce. These 
and As a result, Bonn is contracting its making business. And the country is restrictions often can be waived 
ance’ Warship requirements to domestic limited by a severe labor shortage. when West German efforts in a 
‘oun companies. Since 1954, this has What’s more, the West German taboo field are conducted in coop- 
eran meant about $370-million worth of economy already is under heavy in- eration with NATO allies. Prohibi- 
ir-to. business. flationary pressure. Arms-making tions on German missile manufac- 
y the Home production. Beyond that, would only aggravate it. Then, too, ture, for example, were partly lifted 
hers. the West German armaments indus- industry isn’t eager to divert produc- in order to permit Bonn to partici- 
sde try has little to produce on its own tion from its lucrative export busi- pate in the Sidewinder program. 
tt di —although some industries manu- _ ness. Because of its strong financial 
if it facture under licensing agreements. West Germany is handicapped to position, West Germany is also un- 
vy ti Clothing, food, and other nonhard- an even greater extent by a lag in der pressure to buy arms from 
idus) Ware for the Bundeswehr come from _ technology. In the science of weap- NATO partners. The U.S. earlier 
ide’ domestic sources. Also, most of West onry, it was confined to a vacuum this year sought aid for its dollar 
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Germany’s heavy vehicle manufac- 
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How much life insurance should a man have? Three 
times his annual income? Six times? There’s no pat 
answer to fit every case, but there is a way to answer 
the question intelligently for yourself. It’s the ‘‘Anala- 
graph’’, an exclusive service of Mutual Benefit Life 
— designed to help you determine whether you have too 
little or too much life insurance. Write us for further 
information about the ‘‘Analagraph’’. 


Benefit is our middle name 


MUTUAL BENEFIT LIFE 


INSURANCE COMPANY OF NEWARK, NEW JERSEY + SINCE 1845 
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with Insured Safety! 


© 444% a year (current annual rate). 

e Interest paid or compounded quarterly. 

* Accounts insured to $10,000 by the Federal 
Savings and Loan Insurance Corporation, a 
permanent agency of the U.S. Government. 

® Full FSLIC coverage available on 
almost any amount (through a series of 
multiple or trust accounts). 

* Savings protected by Great Western’s 
$400,000,000 in assets. 

* Free gifts for savers; send for list. 

e Savings postmarked by the 10th earn j 
interest from the Ist. | 


Well, that’s what it amounts to when you 
entrust valuable papers to a non- 

irsulated file. If a fire comes, that file 
functicns like a furnace. So never, never keep 
your vital records—your irreplaceable 











ee —_— | Rate . . 
: ~ : ecords—in a non-insulated file. Keep them 
| GREAT WESTERN SAVINGS | in a Meilink-built Hercules® insulated 
| F. A. Dyke, National Dept. P.O. Box 54174, [| file carrying the Underwriters’ Laboratories 
| Terminal Annex, Los Angeles 54, Calif. sie label certifying to its fire-resistiveness. 
[] Please open my Savings Account at Grea } j j 
Western Savings. | enclose [] check, [] money ] | Then sleep like . baby nights. At 
Spreng scyencctioteen | your Meilink dealer or write. Meilink Steel 
| [-] Please send me your comprehensive savings I Safe Company, Toledo 7, Ohio. 
brochure, “You and Your Money.” 
NAME ith MeiinK Ti f, 
| appress | W Or ss 
| CITY __._ LONE_ STATE . Most complete line of safes and insu'ated products 
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demands will continue as long as its 
international payments balance. sur- 
plus holds up, Bonn sees little point 
in getting into the manufacture of 
armaments that it will be expected 
to buy abroad anyway. 

Limitations. Despite France’s per- 
sistence in developing its own nu- 
clear capability, few, if any, West- 
ern European countries can afford 
modern weaponry alone. The 
British, for example, had to recog- 
nize their limitation with the Blue 
Streak missile. That’s why a move- 
ment toward West European arms 
integration—with West Germany 
pioneering—is taking place. 

The trend is a boon to the At- 
lantic Alliance. Militarily, it prom- 
ises to solve the problem of stand- 
ardizing weapons within NATO, 
thus helping to pave the way to 
greater integration of armies. It 
could also provide the answer to how 
to provide NATO with its own nu- 
clear capability. 

Many obstacles. But the road to 
integration is not without its obsta- 
cles. One problem is that there is no 
effective organization to coordinate 
joint armament efforts. NATO can’t 
fill the bill yet. In fact, of all the 
projects under way, NATO plays an | 
official role in only two. 

Without effective over-all coordi- 
nation, national prides and jealousies 
hamper many projects. France, for 
example, is often accused of taking 
the attitude that either everybody 
plays with French marbles, or France 
won't play. In one program, France 
pulled out when its own proposal 
for a joint European aircraft, the | 
Mirage, was turned down in favor 
of Lockheed’s F-104G. 

Political pressure leads to some un- 
fortunate projects, too. The recent 
case of Germany picking the French 
Super Frelon helicopter as the basis 
for joint development is an example. 
Bonn picked the Super Frelon 
strictly as a political gesture to soothe 
ruffled feelings between the two al- 
lies—despite the fact that the Super 
Frelon is little more than a drawing 
board sketch, while U.S. and British 
companies offered advanced plans 
for the helicopter. 

Then, there are problems stem- 
ming from the fact that NATO coun- 
tries haven’t worked out common 
military strategy and tactics. As a 
result, many potential international 
efforts never get off the ground. For 
example, Bonn has been searching 
for a suitable partner for an armored 
personnel carrier. The Germans want 
a vehicle in which soldiers would be 
able to fight as well as be trans- 
ported. Most other armies regard 
armored cars as strictly protective | 
means of transportation. End ; 
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Soviets and Americans set up shop 
to sell their wares to the British 


Far from the battlefields of summitry and the cold war, 
the U.S. and the U.S.S.R. this week met in an old- 
fashioned capitalistic competition—selling merchandise 
in London. 

The first permanent, government-sponsored U. S. trade 





| center abroad was opened in central London this week 


— 


by Rowland Burnstan, Assistant Secretary of Commerce. 

On display were household goods from 61 exhibitors, 
the first of a series of exhibitions aimed at trade buyers 
rather than the general public. Many items drew praise 
from buyers for their design and colors, but there were 
numerous duplications of appliances already available 
in Britain at lower prices. 

Not far away, the first store in Britain to offer a wide 
range of Soviet consumer goods was opened by Reginald 
Maulding, president of the Board of Trade. 

Items for sale include perfume (“Moscow Sputnik’), 
aftershave lotion (“Cosmonaut’), filigree metal work, 
binoculars, watches, cameras, musical instruments, toys, 
tea services, stone carvings, and iron sculpture. 

The shop also features a snack bar where customers 
are served crab and salmon sandwiches and wine. 


French chemical groups merge facilities 
to meet competition in Common Market 


Two more leading French chemical groups, Rhone- 
Poulenc and Celtex, have decided to link production 
and research in plastics and synthetic textiles. The move 
is intended to meet growing competition among chemi- 
cal companies in the European Common Market. 

Prime effect of the move will be further integration 
of France’s manmade fiber industry. Other chemical 
giants, Pechiney and Saint-Gobain, are already engaged 
in consolidating their chemical] activities through a joint 
affiliate, Pechiney-Saint-Gobain. They merged sales last 
fall, and expect to complete integration of production 
and research next year. 

According to an announcement by Rhone-Poulenc and 
Celtex, stockholders will be asked to approve a merger 
of the two companies’ synthetic textile and plastics pro- 
duction and research, both in France and abroad. 
Rhone-Poulenc’s chemical department will also be in- 
cluded. In addition, a joint affiliate of the two com- 
panies, Rhodiaceta, will take over the synthetic fiber 
activities of a Pechiney affiliate, Organico. 


U. S. and British chemical, electronic, 
drug companies begin three ventures 
U.S. companies entered three joint ventures with British 


companies this week. 
Courtaulds, Ltd., and Koppers Co., Inc., will explore 
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“areas of mutual interest.” The British rayon maker has 
bought 4% of Koppers common stock for $4.2-million, 
and two Courtaulds officials have been elected to Kop- 
pers’ board. 

The two companies will exchange technical, process, 
and production knowhow outside the textile field. It’s 
likely that Courtaulds will make use of Koppers proc- 
esses to manufacture plastics materials in Britain. 

Thompson Ramo Wooldridge, Inc., and England’s 
General Electric Co., Ltd., have formed a new British 
company, International Systems Control, Ltd. Starting 
with a capital of $1.2-million equally contributed by the 
parent companies, the new venture will manufacture 
and market industrial process control systems. 

Main sales targets for the new company will be steel 
and power industries in Britain, the Commonwealth, 
and the European Free Trade Area. 

Meade Johnson & Co. is getting a 35% voting interest 
in British Drug Houses, Ltd. In return, it will make 
available about $14-million to the British company over 
five years, to be used to repay bank loans and finance 
development. 

If the deal is approved by stockholders of both com- 
panies, present trading arrangements will be extended. 
There will also be new agreements on exchange of 
manufacturing, distribution, and technical information 
and a pooling of research efforts. 


Atomic power plant for West Berlin 
studied by American and German companies 


Three companies—two U.S. and one German—have 
contracted to study the construction of a 151,000- 
kilowatt nuclear power plant for West Berlin. Results 
of the study, to be completed in six months, will be used 
as the basis for a proposal to build the plant under the 
joint U.S.-Euratom power reactor program. Berliner 
Kraft und Licht AG, West Berlin’s power system, let 
the contract. 

Westinghouse Electric Corp., Kaiser Engineers & 
Constructors Co., Inc., and Siemens-Schukerwerke AG, 
of Erlangen, Germany, will work on an advanced design 
based on the reactor built by Westinghouse for the 
Yankee Atomic Electric Co. in Rowe, Mass. 

The two U.S. companies will study the nuclear steam 
generator. Siemens will design and engineer the con- 
ventional equipment and participate in the over-all plan- 
ning. 


Sampaio group recaptures Panair 


Paulo Sampaio, who was ousted six years ago as presi- 
dent of Pan American World Airways’ subsidiary, Pan- 
air do Brazil, has won back control of the company. 
Sampaio and his associates have purchased a holding 
company that owns 18% of Panair’s stock. Sampaio’s 
group also holds Varig stock, making likely a sales 
arrangement between Panair and Varig. 
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‘HOW DO YOU MAKE SURE THE STEEL YOU 
GET IS THE QUALITY YOU ORDERED?... 
PROVE IT ...IN THIS GRANITE CITY LAB” 





‘We take nothing for granted. From the time your steel 
is melted in the open hearth, our Department of Metallurgy 
and Inspection keeps constant track of your order... checks 
chemical analysis, temperature, surface quality, gage, sheet 
dimensions, weight. In this instance, I’m checking grain 
structure on a drawing quality order. Our quality control 
system may not be unique, but it does a dependable job on 
every order, and our customers know it.” 






GRANITE CITY 


GRANITE CITY STEEL 


STEELMAKERS TO MIDDLE AMERICA 


HOME OFFICE: Granite City, Illinois e SA 
Kansas City ® St. Louis ¢ Mi 
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‘In the markets 


Cooling down of market continues, 
but steeper decline appears unlikely 


Stock prices showed little change this week. Trading 
activity continued to slow; investor enthusiasm con- 
tinued to cool. 

Brokers spoke of an absence of positive trends that 
could influence sentiment. On one hand, the signs of a 
business upturn are increasing, but not so markedly as 
investors would like; on the other, there is news of a 
new market probe (page 19) and evidence of weakness 
in prices (page 17)—both on the bearish side, but far 
from enough to precipitate a real slide. 

The prospect is that investors will probably continue 
nervous and cautious a while longer. For technical rea- 
sons, there might be a correction of up to 10%, which 
would bring the Dow-Jones down to the 640-650 level. 
But a steeper decline is considered unlikely unless the 
recovery aborts. And if corporate earnings improve, 
chances are buyers will be back in the market in force. 

Indeed, most institutional men still look forward to 
a summer rally that might put the Dow-Jones average 
at 750 or better. But they now say that it will probably 
come somewhat later than expected. 


NAIC expands its umbrella 
to cover small-membership funds 


There was a split in investment company ranks this 
week. 

The National Assn. of Investment Companies, which 
acts as spokesman for the mutual fund industry, this 
week announced a basic shake-up in its organization. 
Henceforth, all three segments of the industry—the 
funds, their investment advisers, and their underwriters 
—will be represented in NAIC, which is changing its 
name to Investment Company Institute. 

Closed-end companies, now part of NAIC, will split 
off to form an affiliated association. The closed ends 
were dissatisfied with the lack of common interest in 
many areas, so they decided to withdraw their member- 
ship. By affiliating, however, they will be able to keep 
close to tax and legislative problems within the industry. 

The new Investment Company Institute hopes also 
to pick up new membership from small business invest- 
ment companies and real estate investment trusts—both 
of which have their own trade associations already. 


Success of Ford secondary issue 
dispels fears of saturated market 


A giant $221-million secondary issue of Ford Motor 
Co. stock, sold by the Ford Foundation, was snapped 
up this week. Its success banished worry—for the 
moment anyway—that the Ford secondary and others 
that preceded it would burden the market. 
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Ford sold at $87 just before the secondary was 
announced in late May, and tumbled to $80 by this 
week. But the stock firmed after the foundation’s sale, 
which was priced below market at $80.50. 

The 2,750,000 shares represent some 5% of Ford’s 
outstanding common. But even after four public sales 
and some private placements, the foundation still holds 
about 53% of the common. 

Brokers are troubled nonetheless by the number of 
sizable secondaries coming to market. Before the 
Ford secondary, big issues came in Gulf Oil, James Tal- 
cott, McKesson & Robbins, Libbey-Owens-Ford, Rev- 
lon, Crowell-Collier, and DeSoto Chemical. Some 
brokers think their number and size reflect general mis- 
givings by institutional investors about the state of 
corporate earnings. The fact that the individual stocks 
have dragged since their sale also indicates that institu- 
tional buying is less aggressive than it was a few months 
ago. 


Bond dealers try to anticipate 
Treasury’s plan to market securities 


The government bond market showed signs of strain 
this week because of impending Treasury financings. 
Between now and the end of the summer, the Treasury 
will have to market $18-million in new securities—in 
addition to its regular weekly offerings of bills. 

The crucial offering will be in August, when $12.2- 
billion in maturing certificates, notes, and bonds will be 
rolled over. Among government bond dealers, there 
was unusual agreement on the Treasury’s likely course 
of action: 

Vincent H. Herrmann of C.J. Devine & Co. set the 
tone. He thinks the Treasury will offer a one-year 
“anchor issue,” to absorb the bulk of the refunding, 
and a companion five-year note. Appropriate interest 
rates for these issues, he thinks, would run about 344% 
for the one-year issue and 3%% for the note. 

Philip V. Mohan of Charles E. Quincey & Co. agrees 
with Herrmann, though he feels that a seven-year bond 
at 4% or 44% would be more likely than a five-year 
note. Mohan says that “it would be logical” for the 
Treasury in the refunding to offer holders of the matur- 
ing securities preemptive rights to subscribe for the 
new issues. This would help attract speculative interest 
in the refunding, and should help put it over. Mohan 
expects the Federal Reserve to give “active assistance” 
to help the Treasury succeed. 

Merle G. Glanville of Continental Illinois National 
Bank & Trust Co. of Chicago also votes for a one-year, 
five-year package. But he’s less sure that this, in fact, 
will be what the Treasury will do. 

C. Richard Youngdahl of Aubrey G. Lanston & Co., 
Inc., thinks that whatever the Treasury decides to do, 
its problem will be complicated by the aftermath of 
“Operation Nudge,” the Administration program to try 
to force down long-term interest rates. Youngdahl says 
that Fed’s intervention seriously damaged the market. 
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THE VIKING “‘GEAR-WITHIN-A-GEAR" PUMPING PRINCIPLE helps engineers solve 
a wide range of pumping problems throughout the world. In the petroleum 
industry, chemical processing, food processing, meat packing, road building and 
many other industries, VIKING PUMPS handle liquids and semi-solids efficiently 
and at low cost. And VIKINGS pump liquids ranging from thin, liquefied gas to 
thick, viscous tars. Originated 50 years ago, the VIKING pumping principle has 
been adapted so successfully to so many applications that VIKING is now the 
largest exclusive rotary pump manufacturer in the world. 


You men who specify and buy rotary pumps, can select from a complete size 
range of VIKING PUMPS, from ', to 1050 G.P.M. in over 850 catalogued models 
and thousands of special designs. If you have a pumping problem, tell us... 
and ask for catalog series 61S. 

VIKING PUMP COMPANY, Cedar Falls, lowa, U.S.A. In Canada, it’s “Roto-King” 
Pumps. Offices and Distributors In Principal Cities. See Your Classified Telephone 
Directory. 


GEARED TO HANDLE PUMPING PROBLEMS ——) 














This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


Not a New Issue June 21, 1961 


1,670,000 Shares 


Gulf Oil Corporation 
Capital Stock 


(Par Value $8.33 %) 


Price $38.50 per share 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation 
Kuhn, Loeb & Co. Blyth & Co., Inc. Eastman Dillon, Union Securities & Co. 


Incorporated 
Glore, Forgan & Co. Goldman, Sachs & Co. Harriman Ripley & Co. Hornblower & Weeks 


Incorporated 


Kidder, Peabody & Co. Lazard Fréres& Co. LehmanBrothers Carl M. Loeb, Rhoades & Co. 
Merrill Lynch, Pierce, Fenner & Smith — Paine, Webber, Jackson & Curtis | Smith, Barney & Co. 


Incorporated Incorporated 


Stone & Webster Securities Corporation White, Weld & Co. Dean Witter & Co. 


Incorporated 
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Wall St. talks... 


about soft new issues, 
Whitney National Bank, 
Seaboard secondary 


New issues are turning softer. In the 
past week or so, several have 
dropped below offering prices, in- 
cluding Perini Corp., the Boston con- 
struction company headed by Lou 
Perini, and St. Louis Capital, Inc. 
Underwriters report slack demand, 
and they note that some companies 
are beginning to slow down the 
process of coming to market. 


One economist who is willing to go 
on record as a bear is Eliot Janeway 
of Janeway Publishing & Research 
Corp. Janeway feels the economy 
clearly needs a lift from either a new 
rush of government spending or a 









big increase in corporate profits. He | 


says prospects for both look dim. 
Janeway characterizes the economy 
as “drag and sag” and expects a rise 
of business failures as the year rolls 
on. 


Whitney National Bank, the large 
New Orleans bank facing a proxy 
fight for control, drew some sharp 


comments from Frank L. Elliott of | 


Paine, Webber, Jackson & Curtis. 
“We know Whitney as an outstand- 
ing institution; but we also know 
from fruitless inquiry over many 
years that this bank does not make 
available any operating information 
whatsoever. If this information were 
provided, this fight probably never 
would have taken place.” 


Seaboard World Airlines, Inc., ($5.75 
on the Curb) sagged this week on 
word that a 125,000-share secondary 
offering is overhanging the market. 
The stock (which reportedly won’t be 
offered unless Seaboard gets up to 
$6) is being sold by a former Sea- 
board creditor who acquired the 
shares in the airline’s reorganization 


last fall. 


Bankers think it significant that 
Chase Manhattan Bank has decided 
to merge with Hempstead Bank, 
which has $73.5-million in deposits 
and 15 branches in fast-growing 
Nassau County. They think that 
other New York City banks will be 
after similar small suburban outfits 
to avoid the possible fire of anti- 
trusters. 
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This Underwood electric 
typewriter with polyethyl- 
ene carbon ribbon intro- 
duces a new, easy-to-use 
kind of variable letter 
spacing. When corre- 
spondence is typed on the 
Raphael the importance 
of the message is empha- 
sized, the prestige of the 
sender’s organization 
is enhanced and his high 
regard for the recipient 
is made clear. 


In addition to three new 
fully-electric typewriters, 
Underwood offers stand- 
ard and portable models, 
adding machines, calcula- 
tors, accounting machines 
and data-processing 
equipment, each with ex- 
clusive time-and-money- 
saving features. 


An Underwood Repre- 
sentative will call on your 
company soon. If office 
costs are your concern, it 
will pay you to see him. 


Underwood Corporation, 
One Park Avenue, New 
York City 16, New York. 
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4 Joe McPartland, flanked by Leonard Padawer 
(left) and Herbert Schlossberg from the consulting 
firm of Eitingon & Schlossberg, gets into the details 
of a system being installed by Charles E. Zweifel for 
Morgan Guaranty Trust Company of New York. 


Tie NATIONA . Be E | ' , | 
pes 3 if Savaname 4 " 4 Editor McPartland discusses a fine point of code 
ays aS } 1) BB ew interpretation in one of his courses on the National 
Electrical Code. Among his listeners are, left toright, 
A. E. De Loach, Northern New Jersey Supervisor, 
Middle Department Association of Fire Under- 
writers; Milton Nadelberg, Lightning Electric Serv- 
ice Company; Henry Wenson, Chief Electrical 
Engineer, New York Port Authority; and Ralph 
Konwiser, Electrical Contractor. 





He looks with 42,706 pairs of eyes 


The man in the middle is Joseph F. McPartland, Associate Edi- 
tor of McGraw-Hill’s ELECTRICAL CONSTRUCTION & MAINTE- 
NANCE. He’s deep in a discussion of a modern electrical system 
for power and light. 

As he looks, he thinks of what would interest his 42,706 sub- 
scribers who design, install and maintain electrical systems. 

What’s new in this modern, high-capacity system? What’s 
different? Are there features that can be used by others on 
projects with similar requirements? How could the whole indus- 
try profit from it? 

Knowing what to look for is Joe McPartland’s specialty. With 
his great practical knowledge of electrical construction, he 
combines a knack of boiling the big projects down to bite size 
for industry-wide application. A graduate electrical engineer 
(Dartmouth), he has written a number of books on electrical 
design and construction. One volume, ‘‘Electrical System De- 
sign,” has become a standard for contractors and engineers. Joe 
also lectures regularly to industry groups on electrical design 
and the National Electrical Code—the basic document of safety 
in electrical practice. 

His knowledge and experience, plus that of his associates on 
the editorial staff is one big reason why EC&M is the magazine 
among electrical contractors, consulting engineers, plant electri- 
cal people and electrical inspectors. Its editorial impact, its solid 
contribution to the growth and development of electrical design 
and construction technology, is universally acclaimed by the 
vast industry the magazine serves. 

Authoritative reporting, based on comprehensive knowledge, 
is a characteristic of all McGraw-Hill publications. Key men in 
business and industry pay over $6,000,000 annually to subscribe 
to these magazines because they want ...and need... this type 
of editorial service. They form an interested audience, the kind 
you want if you’re an advertiser. In our publications, the men you 
wish to reach are literally paying to reach you. 


wz. McGraw-Hill 
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McGRAW-HILL PUBLISHING COMPANY, INC., 330 WEST 42nd STREET, NEW YORK 36, N.Y. 





in America. 
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PROBLEM: How to improve the most widely used milk carton 





SRE SEG AN A NEL EH EE RI IRE 





SOLUTION: International Paper produces a remarkable new 
plastic-coated Pure-Pak, milk container. 





HE FAMILIAR Pure-Pak carton is the 
| ipsa widely used milk carton in 
America. 

This carton is tough and durable. 
Dairymen also like it because it is stored 
flat, takes up much less storage space. 
And housewives appreciate its unique 
pitcher-pour spout. Supermarket mana- 
gers like the Pure-Pak carton because 
housewives do. 

Now International Paper has helped 
improve this Pure-Pak milk carton by 


@Ex-Cell-O Corporation 


coating paper board with plastic. This 
gives the carton a sturdy feel and glis- 
tening appearance, increasing its sales 
appeal. 

International Paper has had ten years’ 
experience in coating paper with plastic. 
And the last three years have been 
spent in testing this revolutionary car- 
ton in dairies. 

Millions of plastic Pure-Pak cartons 
made by International Paper are now 


being used in day-to-day dairy opera- 


5 


tions. Proof of their success is the 
increased demand that dairies have re- 
ported when they use these new con- 
tainers. 

The plastic-coated Pure-Pak container 
is another example of International 
Paper’s packaging versatility. Interna- 
tional Paper can provide you with the 
widest range of papers, paperboards 
and packaging assistance in the indus- 
try. If you are interested in improved 
packaging, call on us. 


INTERNATIONAL PAPER 


NEW YORK 17, N.Y. 


Manufacturers of papers for magazines, books, newspapers + papers for home and office use + converting papers + papersand paperboards for packaging « labels « folding 


cartons + milk containers + shipping containers + multiwall bags + grocery and specialty bags and sacks + pulps for industry + lumber, plywood and other building materials 
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Summer outings can bring you pain instead of pleasure if the sun burns 

you to a lobster red. And, in relatively rare cases, severe sunburn can 

: actually be hazardous to your health. 

burn miserably? Unless you're among the lucky few who tan easily, the best bet is to rely 
more on caution than on suntan preparations. 

If your complexion is average, stay in the sun just a short time—not for 
hours—your first day on the beach. If you are very fair and sensitive to 
the sun, make the first sunbath even briefer—no more than a few minutes. 
From then on, each exposure can be a little longer than the last. 


Do you tan in 
the sun—or 







































Chemical aids Suntan creams and lotions can help you guard against burning, especially 
if you stay out longer than the recommended few minutes. But remember 
that they won't speed up your skin’s natural tanning process. 

Use products that contain a sunscreen, a chemical that absorbs some of 
the sun’s ultraviolet rays. Among the most effective screeners are para- 
minobenzoic acid and derivatives, the salicylates, a compound of digalloyl 
trioleate, and cinnamic acid derivatives. 

Warning: Leading dermatologists say that claims of suntan preparations 
can be misleading. Read labels carefully. 

If you're inclined to burn, apply the preparation every two hours—and 
after each swim, since it may wash off in water. 

To lessen drying of your skin during a period of heavy exposure to the 
sun, use a cream or oil before retiring—especially if you're getting on toward 
middle age. 


to prevent burn 





Where The chemical lotions advertised as producing a tan in a few hours—without 
sunlight—may turn your skin a healthy-looking hue. These products— 
most of them with “tan” somewhere in the trade name—are actually dyes 
that give a temporary color to the outer skin layer. 

But these artificial tans won’t protect you from sunburn the way a natural 
tan will. To be sure, some brands contain a sunscreen agent and thus shield 
y you to the extent that the agent is effective—and you use caution. 

In a few cases, the artificial tanning compounds may cause side effects. 

Suntan pills, containing the chemical psoralen, will hasten tanning by 
altering the skin’s reaction to sunlight—providing you follow carefully your 
‘ doctor’s advice about dosage and exposure time. Otherwise you may burn 
severely—and more quickly than usual—because your skin becomes more 
sensitive. If misused, these pills may also cause unpleasant side effects. 


to beware 


| If you’re outdoors a lot the year around—golfing, for example—you ought 
to give thought to protecting your skin from overexposure. As pointed out 
at this week’s American Medical Assn. convention, persons who lead an 
outdoor life develop skin cancer more frequently than indoor types. 

Sun keratoses, or sun warts, appearing on skin prematurely aged by the 
sun, can turn to skin cancer on the face, lips, neck, and back of hands. 


Prepare for Suntan suggestion: Before embarking on a sunlit vacation, an indoor type 
can get into condition by spending as much time outdoors as possible with- 


the sun out overdoing it. 
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If you sunburn after all, here’s what to do: 

To treat an average sunburn, apply cold compresses, then perhaps a — 
lubricating cream. Some dermatologists recommend applications of hydro- 
philic ointment, available at drug stores without a prescription. 

If the burn is severe, see your physician. He may recommend ointments 
containing hydrocortisone—available on prescription only. 


Coast-to-coast No matter where you live, you'll find wide variety in this year’s summer 
+ \ theater fare. Here’s just a sample of shows coming up: 
activity on the ; Myrna Loy and Claude Dauphin in the Bo: hl The Marriage- 
straw hat circuit Go-Round, at the Cape Playhouse, Dennis, Mass., week starting July 17. 
Jack Carson in Take Me Along, the musical version of O’Neill’s Ah, 
Wilderness!, at the Melody Tent, Pittsburgh, week of July 24. 
Danny Kaye heading an international revue of song and dance at the 
Carter Barron Amphitheater, Washington, two weeks starting July 17. 
Zero Mostel repeating his Broadway prize-winning performance in 
Ionesco’s Rhinoceros at Edgewater Beach Playhouse, Chicago, four weeks 
beginning Aug. 8. 
Darren McGavin, of TV’s Riverboat, in the light comedy of the past 
Broadway season, Under the Yum-Yum Tree, at Northland Playhouse, 
Southfield, Mich. (north of Detroit), week of Aug. 1. 
Anne Jeffreys and Tom Poston in the rousing Western musical, Destry 
Rides Again, at the St. Louis Municipal Opera, week beginning July 17. 
Eileen Brennan playing Annie Sullivan, young woman who taught Helen 
Keller, in The Miracle Worker at Central City Opera House (40 miles 
west of Denver), week of July 29. 


The bard The American Shakespeare Festival in Stratford, Conn., alternates Macbeth 
on the boards and As You Like It until July 23, adding Troilus and Cressida for the rest 
of the season, which ends Sept. 10. Stars are Jessica Tandy, Pat Hingle, 
and Kim Hunter. 
At Canada’s Shakespeare Festival, Stratford (Ontario), Paul Scofield, 
English actor, makes his North American debut in a season of Coriolanus, 
Henry VIII, and Love’s Labour’s Lost, through Sept. 23. 
The Oregon Shakespearean Festival at Ashland (about halfway between 
Portland and San Francisco) offers four dramas on an outdoor Elizabethan 
stage July 24-Sept. 3. 


Guide offered You can check on provisions of some 118 plans for health insurance (com- 
to healthinsurance P2zies, maximum payments, extra benefits, premiums, etc.) with the aid 
of a handy new publication in chart form. Write for Report on Guaranteed 
Lifetime Health Insurance—for Persons over 65—for Persons under 65 
(Health Insurance Institute, 488 Madison Avenue, New York 22). 
One of the newest plans—available from Metropolitan Life Insurance 
Co.—covers expanded health and medical care for the over-65 group. 
Coverage for hospital expense and for related medical, surgical, and 
nursing care can be bought separately, under a choice of two plans. Or 
the two can be combined in one policy. Reimbursements for hospital care 
range from $3,500 for one confinement under the lower-cost plan to 
$7,000 under the higher. For professional services, you can collect benefits 
of $1,500 to $3,000. 


Contents copyrighted under the general copyright on the July 1, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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With 1700 vehicles rolling up over 4 million miles a month, 
tires figure importantly in a safe, profitable operation. 
soe That’s why Navajo, one of the nation’s largest common 
carriers and winner of the National Safety Coun- 
cil’s 1960 Fleet Safety Award chooses TYREX rayon 
cord tires. Says Navajo Supt. of Maintenance, 
Bill Gregory: ‘I have found that for original tread 
mileage and for re-tread recovery .. . for all kinds of driving 
conditions . . . tires constructed of TYREX rayon cord give 
us the lowest cost per mile.” For greater truck profits, why 
don’t you give TYREX rayon cord a chance to show its stuff? 
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AVAJO COVERS 48,000,000 MILES A YEAR —1700 Navajo TIRE CORD 


ehicles roam America coast-to-coast on TYREX rayon cord tires! 
Dne of the country’s largest and fastest-growing carriers, Navajo a DES tony MOOTKH fe be} | 
shas one of the top fleet safety records. 


YREX INC., Empire State Bldg., New York 1, N.Y. TYREX (Reg. U.S. Pat. Of.) is a collective trademark of TYREX Ine. for rayon tire yarn and cord. TYREX rayon tire yarn and cord is also produced and available in Canada, 





















NEW PRODUCTS 


Equipment maker off 
on new products push 


Allis-Chalmers breaks out of its traditional field 
with a different type of product (right) and establishes 
New Products Dept. to take it into other new lines 


The black powder on the table in 
front of the two Allis-Chalmers Mfg. 
Co. executives in the picture signals 
an important change in direction for 
the Milwaukee-based _ industrial 
equipment manufacturer. 

The powder, boron silicide—a 
high-temperature resistant material 
—was developed by a new method 
worked out in the Allis-Chalmers re- 
search labs. Until recently, it might 
well have stayed right there, for 
Allis-Chalmers concentrates — on 
equipment. Instead, it’s on the way 
to joining Allis-Chalmers’ product 
line. And for A-C, the cans of black 
powder are a radical departure from 
tradition in two important respects: 

= It will be the first product to 
bear the Allis-Chalmers trademark 
that comes in the form of unfinished 
material. It puts A-C in the materials 
business, though admittedly in a 
very small way. 

« It’s the first product that will 
be produced and sold through an 
independent New Products Dept. 
that got top management blessing 
just last week. The department, in- 
dependent of A-C’s present operat- 
ing divisions, is looking for com- 
pletely new lines of business; basic 
materials represent just one of these. 

Children of necessity. Both the 
new department and its first new 
product are, in a sense, children of 
necessity for Allis-Chalmers. 

Like many other large and rela- 
tively stable capital goods manufac- 
turers, Allis-Chalmers has watched 
its postwar research budget grow 
and grow. Since 1950, corporate sales 
have about doubled, but spending 
for research, development, and engi- 
neering has increased fivefold. In 
1960, A-C put almost 5% of its $530- 
million sales into RD&E. Propor- 
tionally, the biggest increase has 
been for research that tends toward 
the basic, what A-C Pres. Robert 
S. Stevenson calls “the curiosity area.” 

But for its $26-million RD&E 
budget, Allis-Chalmers has not had 
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much to show in the way of product 
innovations or a changing mix. 

In a sense, A-C—a conservative 
company with well-established prod- 
uct lines—has had to run sel 
than its habitual pace just to stay 
even with accelerated technological 
change. Now its management has 
decided that running fast just to stay 
even is not enough. 

Big step. About a month ago A-C 
made its first move by creating an 
independent group called the Spe- 
cial Products Dept. Last week, the 
fledgling was renamed the New 
Products Dept. and given a formal 
and very generous charter: to put 
A-C in any product line where 
money can be made. 

The new department, says Steven- 
son, grew out of a feeling A-C should 
find a normal way of branching out 
into fields not related to its 1,600 
regular products. 

Traditionally, A-C has restricted 
itself to finished products. All its 
products fall into two general classi- 
fications: the tractor group, includ- 
ing agricultural and_ construction 
equipment; and the industries group, 
with its power equipment, industrial 
equipment, atomic energy, and hy- 
draulic divisions. 

The New Products Dept. gives 
A-C’s big staff of scientists and engi- 
neers for the first time a route to fol- 
low in pushing a pet idea that doesn’t 
quite fit into established product 
lines. In the past, when a new prod. 
uct idea or processing technique has 
cropped up, A-C has tried either to 
handle it through one of its operat- 
ing divisions, or to spin off the prod- 
uct or process and hope to recover 
development costs through licensing 
or outright sale. For the New Prod- 
ucts Dept., or NPD, the criterion will 
simply be: Can it turn into a profit- 
able business? 

Head man. To head up the NPD, 
Stevenson and Executive Vice-Pres. 
Willis G. Scholl picked Kenneth R. 
Geist, 43, who joined A-C in 1941 


and has been director of purchases 
since 1950. Trained as a metallurgist, § 
he is the son of the late Walter Geist, § 
former A-C president. 

Geist sets “imagination as_ the 
limit” to his new department. Prod. 
ucts that operating groups can use& 
will be turned over to the appro- 
priate division. But if they don’t fit 
into established lines, the NPD will 
function both as a development and 
commercial department. 

A-C’s Research Div., says Geist, ig 
“tickled pink” about the new step 
“We plan to reactivate half a dozen 
projects that have been lying dor 
mant in Research, and a lot more 
from the rest of the divisions,” he 
says. The company, Pres. Stevenson 
notes, is “basically a scientific and 
engineering organization. Our scien- 
tists and engineers in the research 
and operating divisions are prolific; 
this new department will undoubt- 
edly stimulate even more ideas.” 

NPD is small at the outset, and 
Geist expects it to stay so for “quite 
a few months.” 

The department will work on a 
task force basis, tapping personnel 
from other parts of the company for 
its projects. It will tackle a new 
project in three stages. That means 
first, a look at the market and the 
economic feasibility; second, a proj- 
ect setup for intensive study; finally, 
a recommendation to management. 
NPD will operate on a project ap- 
propriation basis. 

First product. The department's 
first new product—the black, pow- 
dery boron silicide—is now in the 
second stage. It is being produced in 
a pilot program, and offered in com- 
mercial quantities. Geist is optimistic 
about this high-temperature ceramic, 
which can be molded or flame 
sprayed and is resistant to oxidation 
up to 2,500F at least. Boron silicide 
itself is not new, but Allis-Chalmers 
has developed a way of producing it 
economically at high purity, Geist ex- 
plains. It comes in three grades, the 
top grade costs $50 per Ib. 

Because of its good high-tempera- 
ture qualities, Geist foresees use of 
the material in space vehicles and 
gas turbines. Its relative immunity 
to radiation could make it useful in 
atomic reactors. 

In the works. Other new products, 
some already in the research stage, 
will be coming along soon. NPD is 
already taking over A-C’s fuel cell 
project (BW—Oct.1759,p33) from 
the Research Div. 

There’s a possibility NPD might 
eventually acquire other companies 
for A-C, but it’s remote. “We dont 
intend to concentrate on buying com- 
panies,” says Geist, “but I can see 
where it might be a necessity.” 
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i na pre Scaaee __ Wafer-thin loudspeaker 








Geist, alas te , = demonstrated by Emerson 
Prod. feo eraiemseerece: jot eee i _ Emerson Radio & Phonograph Corp. 
= seat is experimenting with FM radio 
opril loudspeakers that can be hung on 
it fit the wall like paintings. In addition 
> will to saving space, Emerson says the 
t an new wafer-thin speakers also pro- 
duce better sound. It hopes to have 
ist. is the new system on the market within 
pe. the year, plans to develop a “picture 
lozell frame” type of radio. 
Emerson demonstrated the tweeter 
a <> a a version of the new loudspeaker last 
> he — . >! week. It was developed by scientists 
_ : at the Weizmann Institute in Israel. 
~ The speaker has a printed-circuit 
a diaphragm and operates without the 
ome cone and voice coil of conventional 
a ae 4 - "~~ speakers. So far, only the tweeter 
oo : | (the speaker reproducing _high- 
oubt ' 5 pitched sounds) has been perfected. 
‘ F However, Emerson says it is almost 
, an ready with a similar device for re- 
quite producing low-pitched sounds (a 
: : woofer ). 
cam a 8 i . Emerson has purchased the patent 
onnel oe : rights in the Western Hemisphere to 
ry for oo the new system, called the Isophase 
. Transducer, from Weizmann Insti- 
a Rae oo tute Scientists. 
1 the : : —_—— Emerson’s_ president, Benjamin 
Abrams, believes the device can be 
nally, adapted for use in microphones, 
ment. hearing aids, and military instru- 
t ap- ments. The cost will be about the 
, same as that of conventional equip- 
rents ment, Emerson engineers say. 
pow- 
1 the 
o@ : New products briefs 
— A small mechanical arm made by 
lame- U.S. Industries, Inc., New York, can 
ation grasp, pinch, pick up, and release 
jicide many kinds of small parts. The 
nll Transfer Robot 200, which is about 
ing it the size of a sewing machine, al- 
st ex- ready has been used for such jobs 


as picking up, moving, and fitting 
small parts into an automatic ma- 
chining operation, and for oiling 
eight bearings simultaneously in one 





a : second. It costs $2,500. 
al id | Esterbrook Pen Co., Camden, N. J., 


has developed a plastic ink cartridge 
and a holder for chart recording me- 


lucts, , : , 
: ters that it says drastically cuts main- 


D is tenance time. The device uses a 
cell flexible capillary tube to feed ink 
from to the recording pen. The ink supply 

is visible and the system is said to 
night end the problems of dirt, evapora- 
ania tion, and ink thickening that make 
dont it necessary to hand-fill meter ink 
comm wells as often as twice a day. In 
1 see | Fitst effort outside usual A-C lines, boron silicide powder, is examined by Kenneth field tests, a single 20¢ cartridge 
> R. Geist (left), heading New Products Dept., and Pres. Robert S. Stevenson. lasted two months. 
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Richest of the rich S&Ls 


Home Savings & Loan of Los Angeles, nation’s biggest, 
is personally owned by Howard F. Ahmanson (cover and right), 
who has built it to $1-billion assets in 14 years 


In booming Southern California, 
where fabulous wealth is common- 
place, a new group of millionaires is 
attracting attention. They are the 
men who have struck it rich in the 
fast-growing savings and loan indus- 
ry, which is prospering most dra- 
matically in California. 

The richest of this new group is 
Howard Fieldstead Ahmanson (cover 
and picture, right), who personally 
owns Home Savings & Loan Assn. of 
Los Angeles, the largest S&L in the 
country, with just under $1-billion in 
assets and growing at the rate of 
$15-million a month. 

Ahmanson bought Home Savings in 
1947 for $162,000 and put in another 
$100,000-odd to get it on its feet. To- 
day, investment bankers figure that 
if Home went public, Ahmanson’s 
equity would be $300-million or 
more. But Ahmanson says he has no 
intention of selling, because estate 
tax problems—which have forced so 
many privately held companies to go 


public—aren’t a factor. “I settled my 
tax problem years ago,” he says, “by 
putting Home in trust.” 

Other gold eggs. Nor is Home the 
only gold egg in Ahmanson’s basket. 
He also controls National American 
Insurance Co. of Omaha, a $21-mil- 
lion fire insurance company; Ahman- 
son Bank & Trust Co., a $25-million 
commercial bank that caters to the 
carriage trade on Wilshire Blvd., and 
four other small S&Ls. 

In addition, he has a commanding 
personal stake in two S&L holding 
companies, United Financial Corp. 
of California and First Surety Corp. 
(First Surety, a $40-million outfit, is 
now in the process of a 750,000-share 
stock offering. ) 

Luck or timing. Ahmanson, a soft- 
spoken and cultured man who could 
be cast as a typical Wall Street finan- 
cier, gives the impression that he has 
achieved his position more by acci- 
dent than by design. 

“When I bought Home,” he says, 





pa es 


No doubt about it, the signs convince passing motorists that this is one of the 


24 branches of Home Savings & Loan. 


This branch is less flossy than some, 


but none of Home’s units matches the luxury of Ahmanson’s office in his home. 
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“you couldn’t give an S&L away, 
Now we top even the Bank of 
America in mortgage lending in Los 
Angeles.” 

There is no doubt that luck—o 


fortuitous timing—played a part inf 


Ahmanson’s career. But it was not 





| 


merely a case of being in the rightiiuae 


place at the right time. Ahmanson, a 
shrewd financial judge, saw the op- 
portunity in an S&L, although 


Home's growth has been greaterf 


than even he visualized. 


Riding a wave. There were two 
factors working for him. First, over. 
the last decade, the savings and loan 


industry has become the nations 
No. 1 vehicle for both savings and 
home finance—it now takes the 


largest shares of the business. Sec-fR. 


ond, the industry in California got 
an extra boost from the continuin 
population explosion, which set ofl 
a huge building boom. This con 


tinues unabated, pushing mortgagef. 


rates in California to the highest 
levels in the country. 
These two trends have 


few have formed holding companies 


and have gone public (BW—Mayfie 


760,p137), creating a crop of new 
S&L millionaires—men like Ahman- 
son, S. Mark Taper of First Charte 
Financial Corp., and Bart Lytton of 
Lytton Financial Corp. 


1. Picture of growth 


In the past 10 years alone, the as- 


sets of the nation’s savings and loan 


associations have jumped fivefold. 
They now stand at $75-billion, 


greater than any other savings me- ~ 


dium with the exception of life insur- 
ance, which is increasing at a much 
slower rate. 

They continue to attract savings; 
right now they are pulling in net 
savings at an annual rate of more 
than $9-billion, which is more than 
the industry’s entire assets in 1945. 

These funds are being put to work 
in home financing. S&Ls finance 


more homes under $20,000 than allfige 


other lending institutions put to 
gether. They hold the biggest chunk 


BUSINESS WEEK July 1, 1961 


meant® 
spectacular growth for the S&Ls. Ag 
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of total mortgage debt—more than 
$60-billion, compared with $42-bil- 
lion for the second-ranking life in- 
surance companies. 

Competing hard. The S&L indus- 
try has become a powerful financial 
institution, partly because it filled a 
vacuum. But the S&Ls also cut 
deeply into markets traditionally 
served by commercial banks. The 
banks were slow to recognize the 
threat posed by the S&Ls, but they 
are now fighting back. Bankers, for 
example, are pressing hard for leg- 
islation to remove the tax shelter 
that has contributed much to the 
S&Ls’ growth. 

S&L men admit that limited taxa- 
tion may be approved by Congress 
fairly soon. But the loss of their fa- 
vored tax status is unlikely to mean 
an end to the S&Ls’ growth. Their 
relatively new industry is demon- 
strating more aggressiveness than 
its competitors in attracting funds— 
and lending them at favorable rates. 
And it has other advantages in the 
form of legislation. 

Founded in England. To under- 
stand the full story, you have to 
go back to the origins of the savings 
and loan movement in mid-18th Cen- 
tury England. S&Ls, or building 
societies, were cooperative commu- 
nity efforts to build homes. Members 
pooled their funds until sufficient 
money had been accumulated, then 
bid for loans in proportion to their 
contributions. 

This kind of local and _ limited 
structure prevailed from the found- 
ing of the S&L industry in the U.S. 
in 1831 up through the 1920s, which 
helps explain the industry’s slow 
growth during this period. The de- 
pression in the early 1930s knocked 
the industry back on its heels. The 
number and assets of S&Ls in the 
U.S. shrank sharply, and bad debt 
losses ran as high as 18% of loans in 
a year. 

Reforms. Three crucial pieces of 
legislation were passed to bail the 
S&Ls out of their depression-born 
troubles: 

« The Federal Home Loan Bank 
Act of 1932, which provided S&Ls 
with a central reserve credit agency, 
on the lines of the Federal Reserve 
System. 

«= The Home Owners Loan Act of 
1933, which provided, among many 
other things, for federal chartering 
of S&Ls and gave supervision of 
these associations to the Federal 
Home Loan Bank Board. 

" The National Housing Act of 
1934, which created the Federal Sav- 
ings & Loan Insurance Corp., which 
insures accounts in federal and state- 
chartered S&Ls up to $10,000, much 
as the Federal Deposit Insurance 
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Corp. provides protection for de- 
posits in commercial banks. 

The prestige of federal chartering 
and federal insurance—plus the re- 
serve liquidity provided by the 11 
regional Home Loan Banks—set the 
stage for the explosive S&L growth 
of the postwar period. From 1945, 
when S&Ls finally regained their 
pre-depression asset total of almost 
$9-billion, the S&L industry jumped 
to $1l-billion in 1950 and to $75- 
billion in mid-1961. 

Two forms. Even today, the S&L 
industry follows the early pattern 
and maintains a mutual form—as- 
sociations are owned by their savers 
—as were the early cooperative 
building societies. This is the most 
important reason why S&Ls are al- 
lowed to set up loss reserves that, in 
effect, give them a tax-exempt status 
even though, officially, S&L tax ex- 
emption ended in 1951. 

But a small minority of S&Ls— 
about 460 out of a total of over 6,200 
—are stockholder-controlled rather 
than saver-controlled. These are all 
state-chartered, since only mutual 
S&Ls are federally chartered; they 
operate in some 20 states, including 
California. Ahmanson’s Home Sav- 
ing & Loan Assn. is the biggest of 
these 460 stock associations. 


Il. Happy, prosperous Home 


When Howard Ahmanson_ took 
over Home Savings in 1947, it was 
small potatoes. Total assets were 
only $1.1-million and its capital and 
surplus were a mere $96,000. None- 
theless, Ahmanson plunged into the 
risky but highly remunerative busi- 
ness of making short-term construc- 
tion loans on big real estate develop- 
ments. Within two years, he was in 
trouble. A project in which Home 
had sunk almost $1-million went 
sour. 


Ahmanson’s immediate reaction 
was to take two steps: 
"He personally = guaranteed 


Home’s losses (he was a millionaire 
even then). 

" He hired Kenneth D. Childs, 
a veteran tract developer and now 
president of Home, to come in and 
salvage what he could. 

Child’s wizardry in real estate— 
which even his competitors respect 
—eventually reduced the losses to 
$100,000, but the experience shook 
Ahmanson and deeply influenced 
Home’s future development. 

Choosing a course. First of all, 
Ahmanson determined to stay in con- 
struction lending, but not without 
substantial reforms in the way Home 
did business. 

A voucher system was instituted, 
under which Home kept tight con- 


trol of cash as it was doled out to 
the building contractor. A new form 
of construction mortgage—giving 
Home a blanket first claim on all the 


houses in a development rather than 
Was — 





liens on individual structures 
worked out. (In the original debacle, 
Childs found that he could sell com- 


pleted homes but ended up stuck # 
with a lot of half-finished houses.) 7 
Most important of all, Home went 7 


directly into tract development— 


buying land and building on it— J 


principally as a means of staying on 
top of the building market. “If you 


know a better way to keep track of * 
what’s going on,” says Childs, “tell 7 


me and ['ll use it.” 


To balance the risks involved in | 
construction lending, Ahmanson took 
a conservative course in his long- | 
term mortgage portfolio, sticking to 7 
relatively low-yielding FHA and VA | 











insured loans. This was in sharp con- | 


trast to the rest of the S&L industry, 
which has sought conventional un- 
insured mortgages for higher yields. 


In addition, Ahmanson made a | 


fetish of cost-control, not just to 
make money for himself, but to be 


able to pour profits back into Home's % 


capital and reserves. 
Heavy promotion. Ahmanson de- 
scribes Home’s operation as “90% 


lending, 10% promotion,” but this | 
belies years of intense effort to build 4; 
a public image of Home as the big- © 


gest, strongest, and safest S&L in 


the country. Ahmanson himself has | 


direct control of Home’s ad cam- 


paigns, and he takes a modest pride | 


in them. 


“We haven't changed the basic | 


format in years,” he says. “They're 
as dull as dishwater, but they work.” 

Home also expanded its branch 
system, which now covers the entire 
Los Angeles metropolitan area. It 
took advantage of California’s liberal 
attitude on branching for banks and 
S&Ls. Some of Home’s 24 branches 
were started from scratch, but most 
were acquired by purchase of other 
S&Ls (for cash, so as not to dilute 
Ahmanson’s equity). 

Valuable friend. Though Ahman- 
son is quick to deny that he ever 
sought or gained favors from state 
regulatory officials, many competi- 
tors feel his position was never in- 
jured by his close friendship with 
Milton O. Shaw, long-time Califor- 
nia Commissioner of Savings & 
Loan. 

They say the rapid expansion of 
Home's branch system—most of 
which took place under Shaw's 
poe coer perceptibly when 
Preston N. Silbaugh, a former Stan- 
ford law professor, came in as S&L 
Commissioner. (Shaw is one of a 
number of _ stockholders _ selling 


BUSINESS WEEK July 1, 1961 





‘counter 
new Ic 





ple, ac 
supervi 
INES 

























































my ae 


d 








VA 
on 
try, hares in the pending deal involving 
lds First Surety Corp., which was 


formed two years after he left office. ) 
Leading the way. The tremendous 
increase in Home’s assets has led to 
some interesting shifts in its operat- 
ing policies that are likely to influ- 
ence other S&Ls. This is particularly 
true in savings promotion, where 
Home has been courting institutions 
—corporation pension funds, founda- 
‘tions, churches, schools, hospitals, 
land the like—that are attracted by 
M ithe substantial rate differential 
1(44%% compared to 3%) an S&L 
'm- ‘jn California offers in comparison to 
ide (2 commercial bank. Home already 
; Bas one million-dollar account, as 
SIC fwell as more than 14,000 accounts 
z exceed the $10,000 limit of 
federal insurance. 

\ “We've got to knock down the 
idea,” says Ahmanson, “that people 
It fought to limit their investments in 







ral S&L shares to $10,000. I think the 
nd §§10,000 limit is our own worst 
nes fenemy.” 

ost | Lending policy. In lending, Home 
1er fhas almost completely reversed its 


ormer policy of sticking to insured 
ortgage loans. Instead, like other 
&Ls, it now emphasizes conven- 
ional mortgages. Despite the reces- 
ion in homebuilding, these yield 
rom 6.6% to 7.8% in Southern Cali- 
omnia, depending on the quality of 
he house and neighborhood. In 
May, for example, 90% of Home’s 
ending was on a conventional, un- 
insured basis. 

While this was an exceptionally 
high figure, conventional loans ac- 
counted for at least 70% of Home’s 
mew loans in each of the last six 
months. 

| The reason for the switch is sim- 
ple, according to Robert Butz, who 
supervises Home’s conventional loan 
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’ ‘Kenneth D. Childs (left), president of Home (Ahmanson is chairman), looks over 
‘plans of a 600-home subdivision that Don Wilson (right) is building in Torrance. 





portfolio: “The construction loans on 
big tracts—which generate the in- 
sured lending—just aren’t available 
in quantity any more.” There simply 
isn’t much land left to develop. 

However, Home has not pulled 
out of tract lending. On the contrary, 
it still regards tracts with favor (pic- 
ture, page 81). And since the demand 
for low-cost housing in California is 
high, the profits in this business are 
lusher than ever. 

In a typical construction loan, 
Home currently charges builders a 
fee equal to 10% of the sale price of 
the houses, plus 6.6% interest on 
funds that are borrowed to finance 
construction. Then, as houses are 
completed and sold, Home picks up 
the long-term mortgages, which at 
current FHA rates yield 5%4%. If 
mortgage rates should turn up— 
they're relatively easy at present— 
Home can always turn around and 
sell off its 544% FHAs, then reinvest 
the proceeds at higher rates. 

Insurance, too. Ahmanson gets 
added profit from fire insurance, 
which a home buyer is required to 
carry on his house. 

There’s no compulsion on a man 
borrowing from Home to buy insur- 
ance from National American Insur- 
ance Co. (Ahmanson’s company) or 
through Ahmanson’s insurance 
agency (H. F. Ahmanson & Co.). But 
the service is “available” if the bor- 
rower wants it. And if at some time 
he should fail to renew his insurance 
when it comes due, chances are that 
he'll find that his policy has been 
“placed” with National American. 

Multi-family. Home is also broad- 
ening the scope of its lending activi- 
ties beyond the single-family house, 
which, until now, has been its staple 
fare. According to Childs, Home is 
taking an increasing, though still 







small, number of loans .on income 
properties: multi-family dwellings 
and apartment houses. 

This is a policy trend that other 
S&Ls are adopting. But Childs is 
wary about some of the more mar- 
ginal types of loans—on bowling 
alleys, motels, and trailer parks—that 
some of Home’s competition have 
accepted. “That’s bank business,” he 
says. “We're going to stick to our last, 
and make the loans we know best.” 

Paying well. While Ahmanson 
wont give out figures on Home's 
earnings, it’s a pretty good guess 
that revenues are running at a rate 
of about $60-million annually, with 
net income—after paying out some 
$38-million to savers in dividends— 
in the neighborhood of $13-million. 

Home’s operating expenses are 
only $9-million a year, which would 
give it an operating ratio of about 
16%, compared with almost 23% for 
the industry as a whole. This sug- 
gests that Ahmanson’s cost controls 
are paying off. 


Ill. Land risks 


The fabulous growth—and fabu- 
lous profits—of Ahmanson’s S&L 
make it the pacemaker for the entire 
industry. Yet Home and all other 
S&Ls have their problems. 

In California, where much of the 
S&L growth has been concentrated, 
the industry rests on land values that 
have been rising steadily throughout 
the postwar period. The S&Ls aren’t 
exposed to the same kind or degree 
of risks as other real estate opera- 
tions (BW—Jun.2461,p121). But the 
risks are there, and thoughtful S&L 
men don't belittle them. 

Tract fiasco. Take just one exam- 
ple: the tract developments around 
the twin cities of Palmdale and Lan- 
caster, north of Los Angeles. 

These developments began be- 
cause of their location near the cen- 
ter of work on North American Avia- 
tion’s B-70 project. When the B-70 
contract was cut back, employment 
in the area dropped off, the demand 
for homes dried up, and a number of 
S&Ls were left holding the bag. 

Surety Savings & Loan, which is 
owned by First Surety Corp. in 
which Ahmanson has a big stake, 
made 276 loans in the Palmdale 
area; of this number, 217 had to be 
foreclosed. Losses, which Ahmanson 
and his associates took over, are 
close to $2-million. 

Preston N. Silbaugh, the Califor- 
nia S&L commissioner, calls the 
Palmdale-Lancaster fiasco “the best 
thing that could have happened to 
the industry.” He explains: “Losses 
were small enough, and scattered 
enough so that nobody was seriously 
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hurt, but still big enough to shake 
up people. It’s about time that the 
S&Ls realized that it is still possible 
to make a mistake.” 

Examples such as Palmdale-Lan- 
caster are still isolated—both in 
Southern California and elsewhere 
in the country. Out of a portfolio of 
more than 60,000 loans, Home has 
only 16 in foreclosure. But even 
Ahmanson admits the warning sign 
is up. 


IV. Fight for savings 


On the savings front, the S&Ls 
face increasingly stiff competition. 
Federal taxation would make it 
more difficult for the S&Ls to con- 
tinue to offer a big rate advantage 
over the commercial banks. 

California banks, even the mam- 
moth Bank of America, which has 
more than 50% of its deposits in sav- 
ings accounts, feel they are at a dis- 
advantage. Some want to see the 
Federal Reserve liberalize its regu- 
lation Q, which now sets a 3% ceil- 
ing on the rate that banks can pay to 
savers. And banks in California, as 
well as in a few other parts of the 
country, are already paying savings 
interest on a daily, rather than a 
quarterly or semi-annual, basis. This 
boosts the effective rate of return on 
bank savings above the nominal 3% 
maximum and has proved to be a 
powerful competitive device. 

More controls? Meanwhile, off- 
cials at the Federal Home Loan 
Bank Board in Washington are con- 
cerned by their lack of power to 
limit the amount that an S&L can 
lend to one borrower or can lend 
in one area. 

Most banks, they point out, are 
limited on any one loan to 10% of 
capital, surplus, and undivided prof- 
its. The lack of such a limitation, 
they feel, could mean serious trouble 
for the S&L industry in an economic 
downturn. But so far, the FHLBB 
has been unable to get legislation 
through Congress to set limits on 
S&L lending, or, despite some strong 
pressure from the White House, to 
persuade the S&Ls to lower the divi- 
dends they pay for savings. 

Howard Ahmanson, for one, feels 
that there’s no need to change the 
current rate. He does not deny that 
commercial bank competition would 
be rough if the banks get the 3% 
ceiling lifted, and he’s prepared to do 
battle. 

As the most powerful single force 
in the S&L industry, Ahmanson is 
confident, though not complacent, 
about the future. Despite all his 
riches, Ahmanson plans to continue 
expanding. He says he has set no 
limit on Home’s growth. 
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Price of Canadian dollar stabilizes, 
but further decline is seen 





The market for the Canadian dollar started to calm down this week 
after the turmoil following last week’s de facto devaluation (BW— 
Jun.24'61,p41). The price stabilized at 97¢ for each U. S. dollar, and trad- 
ing activity dropped off. But bankers noted that the 97¢ level “was 
probably higher than the Canadian government wants,” and they pre- 
dicted that further price declines may be on the way. Thus, the full 
extent of the devaluation remains to be seen. 

‘The decision of Canadian Finance Minister Donald M. Fleming to 
intervene in the foreign exchange market and force down the price 
of the Canadian dollar marks the end of a 10-year experiment with 
free-floating exchange rates. Unlike most other Western currencies, 
the Canadian dollar has no “par value” to serve as a reference point 
in foreign exchange trading. And until last week the price of the cur- 
rency was allowed to fluctuate freely. 

The theory was that this free floating rate would tend to even out 
imbalances in Canada’s balance of payments. But this hasn’t worked. 
With 11% unemployment, a $1-billion deficit in the balance of pay- 
ments, and general elections just around the corner, the Diefenbaker 
government obviously felt that drastic medicine was in order. The 
prescription was twofold—devaluation and a return to something 
similar to a fixed rate of exchange, both designed to promote exports. 


American-Marietta, Martin merger 
would create billion-dollar sales complex 


Merger of American-Marietta Co. and Martin Co., still awaiting share- 
holder approval, would result in a new billion-dollar sales complex in 
the manufacture of missiles, electronic devices, and building materials. 
Proposed name of the new company is Marietta-Martin Co. George M. 
Bunker, Martin’s chairman, would act as chairman and president of the 
new company. Grover M. Hermann, A-M’s chairman, would serve as 
vice-chairman. 

For American-Marietta, merger with Martin would help stabilize its 
seasonal earnings pattera, open the way for participation in the govern- 
ment supply field, and bring in new management blood. Martin, which 
wants to diversify, also picks up a marketing channel. 


Finance briefs 


The Securities & Exchange Commission has lifted its ban on the pro- 
posed sale of Hazel Bishop, Inc., shares (BW—Jun.1761,p141). The 
commission had put a stop order on the sale, charging the registration 
statement and prospectus contained false and misleading statements. 
Hazel Bishop has since amended the filing to SEC’s satisfaction, and 
the secondary distribution of 1.2-million shares probably will take place 
early next week. 


Another—and perhaps the final—chapter in the H. L. Green Co. scan- 
dal (BW—Dec.5'59,p43) was written last week when Maurice Olen, 
former Green president, was fined $2,500 in a Mobile (Ala.) court on his 
plea of no contest to a charge of violating securities regulations. Olen 
was accused of exaggerating the financial condition of Olen Co. when 
it sold stock to the public in 1958. After merger of Olen and Green, 
Green’s directors accused Olen of overstating assets of his company, 
later settled a $5-million claim for $1-million in cash and two-year notes 
totaling $600,000. 
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Are you the last. one to know 
what’s happening ? 


It’s important for men in management positions to know what's hap- 
pening in the world of business fast . . . not last. 

Have you been getting Business Week’s meaningful news cover- 
age too late to put it to fullest use . . . in your job and to further your 
career? If you have been reading Business Week on a “pass-along” 
basis, you may have missed Business Week’s urgent reporting and 
interpreting at the time when you could use it most profitably. Many 
of our subscribers tell us that they “drop everything” to read Busi- 
ness Week as soon as it arrives, so important do they consider its 
content each week. ( Usually, the men who tell us this are top execu- 
tives who know, from long experience, how important it is to regard 
Business Week as urgent reading matter. ) 

So, if this copy of Business Week was addressed to you on an 
office “routing slip” . . . instead of a subscription label . . . maybe 
now is the time to start getting your own copy regularly. A personal 
subscription will bring you Business Week every week for $6.00 
a year (U.S. only—other rates on request. ) 

Simply write to us on your company letterhead, giving your title, 
company name and type of business. We'll be glad to bill you later. 


Circulation Manager, BUSINESS WEEK, 330 W. 42nd St., New York 36, N. Y. 
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THE TREND 


Many American manufacturers are confronted to- 
day with a situation unique in their postwar experi- 
ence—one in which business conditions are improv- 
ing, but prices, if they move at all, are more likely 
to go down than up (page 17). 

If this poses difficulties, it also teaches some 
lessons. The philosophy that pricing is a one-way 
street should never have been accepted, of course. 
Yet raising prices to offset new costs (and maybe to 
reap the unearned increment of inventory apprecia- 
tion) has too often been taken for granted. If it is 
no longer so simple, if the present situation calls for 
the exercise of greater managerial ingenuity, that is 
a plus in itself. 

Still looking on the brighter side, easing prices 
can have their economic benefits, too: 

Quite obviously, they may spur domestic con- 
sumption. They also could alleviate the balance-of- 
payments problem—making A uerican goods more 
attractive abroad and foreign goods less attractive 
here. 

They make it possible for the monetary authori- 
ties to aim their policies more at fostering expansion 
than at thwarting inflation. 

True, all this may be but small comfort to the 
manufacturer who has been forced into price cut- 
ting. As likely as not, he is in an industry whose 


Too much independence 


In most countries a clearly defined relationship, 
whether written into the constitution or a matter 
of tradition, exists between the central bank and 
government. But this is not the case in the U.S., 
where the Federal Reserve has sometimes been 
meekly subservient and sometimes aggressively 
independent. Nor is it the case in Canada, where 
bitter open warfare has been raging between James 
E. Coyne, governor of the Bank of Canada, and 
Donald M. Fleming, Canada’s Finance Minister. 

Last week, Fleming announced a new economic 
program aimed at stimulating the Canadian 
economy and cutting down on the big deficit in 
Canada’s balance of payments. At the same time, he 
also spearheaded a drive to oust Coyne as head of 
the central bank (BW—Jun.2461,p41). 

Coyne had been demanding a new economic 
program for Canada. As head of the central bank, 
he had been pursuing a noninflationary policy to 
restrain demand. But he made clear that other steps 
outside the realm of credit policy were needed. He 
demanded steps to stem the inflow of foreign capital 
as well as hikes in tariffs to cut down on imports. 
His proposals had a good deal of appeal to nation- 
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oe Bi, 
When the merry-go-round breaks down 


forward-looking plant expansion has created an 
excess capacity requiring volume at the expense) 
of prices. He may be the victim of foreign compe-| 
tition at the same time. And he probably is keenly! 
aware of a cost-price squeeze on his profits. 

Price cutting can become a cutthroat game. It 
may already have become one in the competition 
between materials, with each one seeking a larger 
share of existing markets at the expense of some-/ 
body else—plastics against metals, metals against) 
other metals, company against company in the same | 
line. To the extent that such price cutting chops into | 
profits, it may endanger any major upswing in| 


spending on plant and equipment. And that might, | E 
indeed, curtail the speed and duration of this busi- | : 


ness recovery. 

But with all its dangers and with all the pain that 
it causes, the new flexibility in prices promises to 
be a healthy thing. It shakes management out of the 
complacent assumption that the market always will 
stand for another pass-along of rising costs. It puts 
a premium on efficient production and effective 
marketing. It underscores dramatically the fact that 
wage costs cannot rise without relation to produc- 
tivity. It restores to the U.S. system an element of 
adaptability—and an element of risk—that tra- 
ditionally is part of a free economy. 


alistic groups, and suggested that the central bank 
was not only independent within its own area, but 
that it could frame an alternative policy for the 
country independent of any that the elected officials 
might adopt. 

While Coyne has every right to hold independent 
views, in using his position as head of the central 
bank to make public attacks on the government he 
brought the bank ‘itself into the political arena. 
The government struck back not merely by seeking 
Coyne’s removal, but by suggesting that a Royal 
Commission determine just what the relationship 
between the central bank and government should 
be. 

The recent report in the U.S. by the independent 
Commission on Money & Credit (BW—Jun.1761, 
pll4) stressed that the central bank must seek 
closer ties with the executive, and argued against a 
wholly independent Fed. We suspect that the Royal 
Commission will come to much the same conclu- 
sion. The lesson for both the U.S. and Canada 
seems to be that too much independence for a cen- 
tral bank can be as damaging as too much sub- 
servience. 
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12 ways to help keep production popping 


In one plant last year, employees received a dozen 
explanations of exactly how their group insurance and 
pension plans benefitted them. On bulletin boards, in 
pay envelopes, in company newspapers and through 
supervisors, their group benefits— their wages outside 
the pay envelope—were made a meaningful part of 
their personal planning and living. 


The company did this through a technique developed 
by Connecticut General. Called Better Employee Under- 
standing, this technique is at work in hundreds of 
plants and offices, helping keep work forces at peak 


Group Insurance / Pension Plans / Health / Accident / Life 


that when employees 
they 


effectiveness. Results 
know what their company is doing for them, 
tend to stay with it longer and work for it better. 

In industries where recruiting is a problem, B.E.U. 
helps a company lead with its group program. It helps 
make hiring easier. 

Call Connecticut General or your own insurance man 
today. Let him show you how group and pension 
programs can become an active, dynamic partner on 
your management team. Connec’:cut General Life 
Insurance Company, Hartford. 
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LEVI’ S® “America’s finest 
Jeans since 1850.” 





Burroughs Dual Printing Accounting Equipment increases 
machine posting speed, tightens management control 


The seene: San Francisco’s Levi Strauss & Co., maker of the ever-popular LEVI’S® Jeans, Casuals and 
Western Wear. The job: accounts receivable. The equipment: Burroughs F 5000 Multiple-Printing 
Accounting Machine. The results, according to executives in the Credit Department: “Our Burroughs 
equipment, with its ‘magic factor’ proof system, has increased posting accuracy while telescoping month- 
end triel balance and closing. Our thousands of statements are issued more promptly . . . and the accounts 
receivable ledger provides additional control information for serving our Credit Department. Machine 
posting speed is faster with the Multiple Printing Accounting Machine. . . and reports to management 


have never been faster or more meaningful.” 


For businesses of every size: Burroughs data processing 
line ranges from accounting machines to complete computer 
systems. It’s backed by outstanding services and systems 
knowledge, known for outstanding results. For details. 
action—and results—call our nearby branch now. Or write 
Burroughs Corporation, Detroit 32, Michigan. 
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Burroughs 


“NEW DIMENSIONS / in electronics and data processing systems” 
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